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STATE  OF  NORTH  CAROLINA 
DEPARTMENT  OF  THE  TREASURER 

RALEIGH 

HARLAN  E.  BOYLES 

STATE  TREASURER 


The  Honorable  James  G.  Martin 

Governor  of  North  Garolina 
Members  of  the  Advisory  Budget  Gommission 
Members  of  the  General  Assembly 

Sir;  Ladies  and  Gentlemen: 

The  Treasurer’s  Annual  Report  for  fiscal  year  1983-84  represents  one  more  chapter  in  the  continuing 
history  of  responsible  government  in  North  Garolina.  Naturally,  I take  great  pride  in  the  reputation  North 
Garolina  has  been  able  to  achieve  in  the  nation’s  highest  financial  circles.  This  outstanding  reputation 
enables  us  to  reap  financial  advantage  when  we  take  bonds  to  market  for  the  State  and  for  its  local  units  of 
government. 

North  Garolina’s  financial  history  is  a proud  one.  Though  our  State  is  not  wealthy,  we  have  provided 
well  in  such  essential  areas  as  schools,  roads  and  clean  water.  We  have  maintained  a balanced  budget, 
have  kept  our  debt  in  bounds,  and  have  serviced  our  obligations  at  favorable  rates  of  interest.  In  all  of  this, 
our  successive  General  Assemblies  have  played  a vital  role. 


We  are  eternally  right  when  we  continue  to  insist  upon  a sound  State  government.  The  motto  that 
“Good  government  is  a habit  in  North  Garolina’’  is  emphasized  yet  again,  and  we  all  benefit. 


I take  great  pleasure  in  submitting  this  Annual  Report  to  you. 


Sincerely, 


Harlan  E.  Boyles 
State  Treasurer 
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In 

Perspective 


In  each  of  our  last  two  Annual  Reports,  we  ad- 
dressed a few  philosophical  issues  which  we  felt  at  the 
time  were  worthy  of  public  attention.  The  issues  raised 
were  from  the  perspective  of  the  State  Treasurer  as  an 
ex-officio  member  of  various  State  boards  and  com- 
missions. The  objective  was  to  speak  with  constructive 
purpose. 

Many  of  the  issues  presented  have  brought  con- 
siderable discussion  and,  in  time,  it  is  believed  that  the 
effort  put  forth  will  contribute  to  improved  manage- 
ment in  the  affairs  of  State  government.  Of  course, 
from  our  perspective,  we  are  content  with  planting  the 
seed  — identifying  the  prospects  for  improvement  -- 
since  we  must  know  and  we  do  know  that  the  ground- 
swell  for  action  must  come  ultimately  from  the  people 
and  from  the  General  Assembly. 

The  people  get  the  kind  of  government  they  are 
willing  to  accept.  Change  is  inevitable.  Progress  and 
achievement  are  our  objectives. 


The  Power  of  Taxation  -- 
For  Public  Purposes  Only 

The  State  of  North  Carolina  may  engage  only  in  ac- 
tivities which  serve  a public  purpose.  This  limitation  is 
embedded  in  the  State’s  Constitution  and  the  restric- 
tion concerns  what  it  is  appropriate  for  government  to 
do,  rather  than  simply  what  government  may  levy 
taxes  for. 

The  public  purpose  question  arises,  of  course,  when 
the  General  Assembly  proposes  to  expend  public 
moneys  for  an  activity  which  serves  only  a private  pur- 
pose, or  when  the  performance  of  an  activity  is 
delegated  to  a private  agency.  The  theory  is  that  cer- 
tain activities  are  reserved  for  the  private  sector  of  our 
society  and  it  is  inappropriate  for  government  to 
engage  in  those  activities.  Obviously,  certain  expen- 
ditures fail  the  public  purpose  test  because  the  benefit 
they  bring  to  particular  persons  or  agencies  signi- 
ficantly outweighs  any  benefit  to  the  public  at  large. 

The  General  Assembly  has  the  initial  responsibility 
for  determining  what  is  and  what  is  not  a public  pur- 
pose, but  when  contested  as  an  enactment  which  is 


deemed  not  for  a public  purpose,  and  therefore  un- 
constitutional, it  is  the  duty  of  the  court  to  overturn 
the  policy. 

Only  seldom  does  an  expenditure  that  the  General 
Assembly  wishes  to  make  present  any  problem.  On 
rare  occasions,  however,  a legitimate  question  may 
arise.  Since  we  are  in  an  era  of  expanding  governmen- 
tal responsibility,  the  General  Assembly  is  under  cons- 
tant pressure  to  initiate  new  and  expanded  programs. 
Invariably,  some  of  these  new  programs  raise  serious 
questions  about  whether  they  serve  a public  purpose. 

The  biennial  budgets  of  State  government  have  in- 
creased significantly  and  dramatically  over  the  last 
two  decades  — roughly  from  $1  billion  in  1959-1961  to 
almost  $14  billion  in  1983-85.  New  and  expanded  ser- 
vices, and  items  of  an  unusual  nature,  have  con- 
tributed heavily  to  this  increase.  The  make-up  and  the 
format  of  the  budget  document  does  not  lend  itself  to 
an  easy  and  credible  analysis.  It  is  only  when  you  look 
beyond  the  expenditure  authorization  and  into  the 
program  function  that  you  get  a feeling  for  the  nature 
and  appropriateness  of  the  expenditure.  A budget  line 
item  for  salaries,  for  example,  does  little  to  enlighten 
the  taxpayer  as  to  the  nature  of  the  employee’s  assign- 
ment or  duties.  The  taxpayer  can  only  assume  the 
General  Assembly  has  stayed  within  the  limitations 
prescribed  by  the  Constitution. 

What  the  General  Assembly  owes  to  its  membership 
and  to  the  people  is  clear  evidence  that  the  power  of 
taxation  is  being  exercised  “for  public  purposes  only.” 

We  repeat  our  call  for  a modification  of  the  State’s 
budget  documents  to  reflect  more  clearly  the  program 
purposes  and  goals  of  the  respective  departments  and 
agencies  of  State  government. 


Tax  Exemptions/Preferential  Tax 
Treatments  — Their  Growing  Inequities 

The  revenue  laws  of  North  Carolina  contain  a 
multiplicity  of  exemptions  --  not  to  mention  a wide 
and  complex  variety  of  deductions  and  exclusions. 
Though  some  of  the  special  provisions  are  logical  and 
the  reasons  for  their  existence  are  apparent,  there  are 
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others  for  which  there  can  be  little  justification.  How 
and  why  they  became  law  may  be  an  interesting  sub- 
ject for  study;  whether  they  should  continue  to  exist  is 
a matter  for  close  scrutiny  and  for  possible  legislative 
action,  either  now  or  in  the  future.  Some  of  the  deduc- 
tions and  exclusions  go  back  to  1939,  when  the  perma- 
nent Revenue  Act  was  enacted,  and  when  the  cir- 
cumstances surrounding  the  action  taken  were  con- 
sidered to  make  it  appropriate  and  justified. 

The  Tax  Research  Division  of  the  Department  of 
Revenue  is  required  by  law  to  prepare  a tax  expen- 
diture report,  on  a periodic  basis.  The  most  recent 
report  lists  some  584  significant  items  of  tax 
preference,  and  runs  to  a total  of  61  pages.  The  law 
which  provides  that  this  report  be  prepared  states  that 
it  shall  include  a listing  of  every  item  “which  reduces 
the  amount  of  tax  revenue  which  would  otherwise  be 
collected.”  It  does  not  include  any  estimates  of  the  tax 
consequences  associated  with  these  preferences, 
because  the  law  which  mandated  the  report  neither  re- 
quires that  estimates  be  included  nor  provides  a 
budget  for  the  collection  of  such  data. 

The  amounts  of  money  involved  here  are  indeed 
substantial  — but  they  go  unnoticed.  For  just  one  exam- 
ple, a reasonable  estimate  of  the  value  of  the  exemp- 
tions, exclusions  and  refunds  applicable  to  the  gasoline 
and  special  fuels  tax  comes  to  a very  large  figure, 
equalling  the  proceeds  of  a one-cent  per  gallon  tax  on 
all  gasoline  sold  in  the  State.  This  equates  to  roughly  8 
percent  of  the  gross  tax  revenues  from  this  particular 
source.  From  the  viewpoint  of  those  who  are  required 
to  pay  this  tax,  this  is  an  extremely  high  percentage. 

The  members  of  the  General  Assembly  showed  com- 
mendable foresight  when  they  passed  the  law  providing 
for  the  preparation  of  a tax  expenditure  report.  To  be 
an  effective  tool,  it  needs  to  be  carried  further,  and 
upgraded  to  include  the  actual  tax  costs  of  the  many 
preferences;  and,  it  needs  both  legislative  and  public 
scrutiny. 

Those  who  receive  benefits  have  come  to  look  upon 
them  as  a vested  right.  Some  of  the  preference  provi- 
sions are  of  value  as  policy  instruments,  of  course,  and 
should  be  continued.  Many  others  are  narrow,  benefit- 
ting  the  few  at  the  expense  of  the  entire  citizenry,  and 
should  be  marked  for  elimination. 

A fair  tax  structure  is  an  equitable  tax  structure. 

The  referenced  report  entitled  the  Biennial  Tax  Ex- 
penditure Report  (1982)  is  recommended  reading  and 
the  subject  matter  is  deserving  of  serious  attention  and 
legislative  action. 


Tax  Incentives: 

An  Idea  Whose  Time  Has  Gone? 

In  our  time,  there  are  few  things  which  have  excited 
more  interest,  and  more  continuing  study,  than  the 


proper  role  for  government  to  play  in  fostering 
economic  development.  It  is  undoubted  that  govern- 
ment policy  can  have  very  substantial  effects,  but  what 
should  the  nature  of  the  policy  be  and  how  far  should  it 
be  carried?  Though  there  are  now  few  people  who 
believe  in  complete  laissez-faire  on  the  part  of  govern- 
ment, there  are  growing  numbers  who  feel  that  govern- 
ment may  be  attempting  to  do  too  much,  and  might  be 
making  those  attempts  via  ineffective  and  costly 
policies. 

A major  case  in  point  involves  the  matter  of  incentive 
taxation.  It  has  been  truly  said  that  “the  power  to  tax  is 
the  power  to  destroy.”  On  the  other  hand,  it  has  been 
recognized  that  tax  policy  may  be  used  to  foster  activity 
which  is  deemed  to  be  beneficial.  Many  states  have  put 
into  effect  tax  provisions  which  favor  certain  interests 
whose  operations  are  thought  to  increase  employment. 
Such  tax  laws  usually  extend  forgiveness  of  tax  for  a 
period  of  years,  and  sometimes  provide  for  taxation  at 
lower- than- normal  rates. 

Initially,  passage  of  tax  laws  like  this  may  have  pro- 
vided an  economic  “boost”  especially  for  the  few  states 
which  led  the  rest  in  inaugurating  them.  Now, 
however,  this  sort  of  approach  is  widespread. 
Everybody  is  now  trying  to  play  the  game.  A recent  ar- 
ticle in  one  of  our  national  business  publications 
presented  a roundup  of  the  prevalence,  and  the  effects, 
of  such  policy.  The  conclusion:  tax  incentives  are  of 
limited  effectiveness.  We  concur,  and  we  would  also 
point  out  that  administration  of  narrowly  specialized 
provisions  of  the  tax  law  is  usually  expensive,  and  often 
difficult  as  well.  The  broader  the  tax  base,  the  fewer  the 
exemptions,  the  greater  the  equity;  for  after  all,  fairness 
and  equity  are  preferable  to  special  tax  incentives. 
Seldom  is  the  average  taxpayer  the  recipient  of  the 
favored  treatment. 

The  responsibility  or  the  opportunity  for  correction 
lies  in  Congress  and  in  the  legislative  halls  of  the  states 
but  it  is  up  to  the  states  to  initiate  the  necessary  action. 
North  Carolina  has  much  to  gain. 


“Needs”  or  Just  “Wants”  — 
Balaneing  Benefits  and  Ability  to  Pay 

It  has  become  standard  operating  procedure  at 
almost  every  level  of  government  to  say  that  there  are 
pressing  needs  to  be  filled,  whenever  a tax  increase  is 
being  proposed,  or  a bond  issue  is  being  promoted. 
Sometimes  this  is  true  — as  in  the  case  of  a sewer  system 
which  is  failing  to  carry  the  load,  or  a water  supply 
system  which  allows  for  no  industrial  growth,  or,  in- 
deed, any  other  increase  in  consumption.  Sometimes, 
however,  it  is  really  just  a “want.” 

In  a time  of  high  interest  costs,  it  is  essential  to  deter- 
mine the  difference  between  the  two.  It  is  impossible  to 
satisfy  all  the  desires  of  either  an  individual  or  a govern- 
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mental  entity,  and  we  should  not  allow  ourselves  to 
fall  into  the  trap  of  trying  to  do  it.  Instead,  we  should 
ask  ourselves  if  this  new  program  or  project  is 
economically  sound,  and  if  it  will  repay  the  invest- 
ment in  it  in  hard  dollars  and  cents.  If  it  will,  it  is  truly 
a “need.”  If  it  will  not,  it  is  probably  only  a “want.” 

The  answer  is  made  easier  when  we  define  the  pro- 
gram, quantify  its  cost,  and  weigh  the  program  against 
other  needs  and  the  willingness  of  the  people  to  pay  the 
extra  costs.  The  trade-off  as  between  spending  and  tax- 
ation must  come.  Unfortunately,  in  practice,  the  alter- 
native is  seldom  made  clear  to  the  people  who  pay. 

The  people  deserve  to  know  — to  know  about  the 
program  objectives  of  government  - to  know  what  the 
programs  are  intended  to  achieve  and  why  — to  know 
their  expected  results  — and,  of  course,  their  effect  on 
the  public. 

It  is  a small  thing  to  ask  from  one’s  government. 


Rediscovering  the  Rights  of  the  Majority 

The  trend  toward  making  narrower  and  narrower 
classifications  in  government  continues.  As  it  does, 
bureaucracies  grow  and  flourish. 

As  one  example,  almost  every  session  of  the  General 
Assembly  sees  a host  of  bills  introduced,  which  deal 
with  the  State  retirement  systems,  which  would 
specifically  benefit  a small  and  specialized  group  — 
sometimes  only  a very  small  handful  of  people.  Nice  for 
the  recipient,  we  might  say,  but  a burden  for  the  ma- 
jority. Of  very  small  cost,  it  might  be  said,  but  it  is  of 
such  small  costs  that  large  aggregate  burdens  are  made. 
The  nickels  and  dimes  add  up  into  dollars,  and  the 
dollars  themselves  add  up,  and  eventually  we  wonder 
why  we  are  carrying  such  a load. 

The  answer  to  these  problems?  Why,  to  go  back  to 
the  first  principle  of  any  democracy  and  to  give  priority 
to  the  needs  and  the  wishes  of  the  majority.  Never  will 
we  be  able  to  make  progress  if  we  seek  to  fill  every  need 
of  every  citizen.  Far  better  that  the  individual  address 
these  needs  individually  and,  where  this  is  not  prac- 
tical, to  seek  to  have  them  met  by  targeted  agencies 
smaller  and  more  flexible  than  the  general  government. 
It  is  through  these  targeted  agencies  that  the  true  costs 
are  revealed.  Sometimes  a little  “sunshine”  is  needed  in 
order  to  catch  the  eye  of  the  public. 

The  role  and  purpose  of  any  government  is  to  serve 
the  public  at  large.  That  is  the  essence  of  democracy. 


Paying  Now  or  Paying  Later 

The  glaring  example  of  the  federal  government, 
which  is  continuing  to  run  a deficit  year  after  year  — 


and  this  in  time  of  peace  — has  done  much  to  concen- 
trate public  attention  on  a problem  which  is  of  critical 
importance  to  the  survival  of  our  economy.  As  the  an- 
nual deficits  in  our  federal  budget  have  increased  year 
after  year,  the  result  has  been  a vicious  cycle.  More 
money  has  had  to  be  borrowed,  and  at  increasingly 
higher  rates  of  interest.  Government  borrowing  has 
“crowded  out”  private  borrowing  for  capital  invest- 
ment, with  the  result  that  economic  development  and 
progress  have  been  constricted.  When  such  constriction 
occurs,  the  government  collects  less  tax  than  it  other- 
wise would  have,  and  so  the  cycle  goes  on.  To  further 
compound  the  problem,  the  federal  treasury 
“monetizes”  at  least  part  of  the  growing  debt  and  this, 
in  turn,  contributes  to  inflation.  In  the  short  run,  infla- 
tion is  currently  being  contained.  It  has  not  stopped, 
though  it  is  mercifully  at  a much  lower  rate,  but  much 
of  this  result  has  come  from  the  investment  of  funds 
from  abroad  in  the  United  States,  and  this  flow  of  funds 
can  reverse  very  rapidly. 

In  the  states  as  well  as  in  the  nation,  the  trend  to  in- 
creasing indebtedness  can  be  observed.  Deficits  in  state 
budgets,  which  have  occurred  in  a number  of  states, 
have  caused  much  concern  and  pain.  Emergency 
measures  have  been  applied,  and  ratings  of  debt  in- 
struments have  dropped.  These  are  alarming 
developments,  and  we  would  do  well  to  heed  them. 

Very  fortunately.  North  Garolina  has  a constitu- 
tional provision  which  prohibits  deficit  spending  and 
mandates  a balanced  budget.  The  foresight  and  wisdom 
of  lawmakers  who  have  enacted  such  provisions  have 
served  us  well. 

We  have  exercised  extreme  care  to  preserve  our 
credit  rating.  Today,  we  enjoy  a Triple- A rating,  as  we 
have  for  a substantial  number  of  years.  The  continua- 
tion of  this  top  rating  means  that  North  Garolina  and  its 
units  of  local  government  are  able  to  issue  bonds  at  very 
favorable  rates.  These  interest  rates  are,  however,  by  no 
means  “cheap.”  The  costs  of  debt  service  are  now  so 
high  that  we  are  constrained  to  search  for  other  and  less 
costly  means  of  paying  for  our  needs.  Now,  more  than 
ever  before,  the  advantages  of  a “pay  as  you  go”  ap- 
proach are  clearly  apparent. 

The  alternatives  are  many  and  varied. 


User  Fees: 

Assessing  Costs  Against  Those  Who  Benefit 

Only  a short  time  ago,  the  idea  of  an  impact  fee  was 
novel  and  possibly  even  unheard  of.  Today,  the  term  is 
used  freely,  and  the  idea  behind  it  is  gaining  increased 
acceptance.  Now,  when  sweeping  changes  occur  as  the 
result  of  certain  kinds  of  industrial  and  business 
development,  the  question  arises:  “Who  reaps  the 
financial  benefit  and  who  pays,  or  will  pay,  the  costs?” 
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Often,  the  answer  is  that  only  a few  reap  financial 
benefit  while  the  general  public  pays  the  costs. 

In  North  Carolina,  all  of  us  are  now  seeing  some 
pretty  severe  dislocations  as  the  result  of  mushrooming 
growth.  Although  all  of  us  want  to  see  healthy 
economic  development,  sometimes  the  benefits  which 
we  reap  are  far  outweighed  by  the  costs  — not  only  at 
the  present  time,  but  far  into  the  future.  A major  plant 
is  built,  and  we  say,  “Fine,  this  will  bring  many  new 
jobs.”  When  it  actually  does  so,  we  often  find  that  it 
not  only  brings  in  new  jobs,  but  the  people  to  fill  them. 
When  this  occurs,  major  strains  are  put  on  local 
governments.  Streets  and  highways  can  become  inade- 
quate almost  overnight,  educational  facilities  are 
strained  beyond  their  capacity,  and  water  and  sewer 
facilities  will  not  meet  the  demand.  Needs  for  police 
and  fire  protection  grow,  and  strains  arise  in  other 
areas  as  well. 

In  such  circumstances,  we  have  traditionally 
depended  upon  the  expansion  of  the  tax  base  to  pay  the 
costs.  But,  is  this  a realistic  answer?  There  is  increasing 
evidence  that  it  is  not.  Everyone  recognizes  that  tax 
receipts  will  increase  — but  only  gradually  — while  the 
need  for  expensive  new  or  expanded  facilities  is  im- 
mediate. Traditionally,  we  have  attempted  to  meet 
needs  of  this  sort  by  issuing  long-term  tax-exempt 
bonds.  In  times  when  interest  costs  have  been  low,  and 
when  expansion  has  not  been  too  great  nor  too  sudden, 
this  has  been  a viable  approach.  In  these  times  of  high 
interest  rates  and  rapid  expansion,  there  is  serious 
doubt  that  this  is  our  best  course. 

It  is  here  that  the  idea  of  user  fees  assumes 
significance.  No  one  ever  really  likes  to  pay  a fee,  of 
course,  yet  there  is  now  growing  acceptance  of  the 
idea.  Such  fees  have  been  imposed  by  a number  of 
governing  bodies  over  the  nation,  and  those  who  pay 
them  have  conceded  that  helping  to  pay  costs  in  order 
to  reap  a financial  gain  is  only  fair.  The  idea  is  yet 
novel,  and  we  should  be  careful  not  to  carry  it  too  far. 
Yet,  it  addresses  the  principle  of  equity  for  all  con- 
cerned, and  this  is  basic  in  a democracy.  With  chang- 
ing times  come  changing  needs,  and  the  proper  ap- 
plication of  this  new  concept  deserves  our  careful  con- 
sideration. 

It  has  the  advantage  of  being  superior  to  taxation  on 
the  public  at  large. 


Privatization  — An  Effective  Tool 
to  Reduce  Costs 

Government,  as  almost  everyone  now  recognizes, 
has  grown  to  very  large  proportions.  This  is  true  at  all 
levels  of  government,  from  Washington  to  the  state 
capital,  and  from  the  large  city  to  the  small  rural 
county.  In  recent  years,  however,  the  growth  em- 
phasis has  shifted.  The  greatest  growth  is  no  longer  at 


the  national  level,  but  at  the  state  and  local  level. 
From  the  point  at  which  the  State  Treasurer  sits,  this 
has  been  very  apparent  arid  it  has  engendered  concern. 
The  Treasurer,  of  course,  is  a primary  part  of  State 
government,  but  his  Department  deals  daily  with  local 
governments.  While  these  latter  do  a good  job,  and 
local  officials  are  diligent  and  conscientious,  the  in- 
creasing size  of  local  government  gives  cause  for 
alarm. 

More  and  more,  the  individual  citizen  is  beginning 
to  ask  just  what  he  is  getting  for  his  tax  dollar.  He 
hears  his  State  and  local  officials  speak  of  “needs,”  and 
he  is  told  of  the  “services”  which  government  provides. 
As  an  individual,  he  does  not  always  see  or  feel  the 
cited  “need,”  and  sometimes  he  does  not  receive  the 
cited  “service.” 

How  has  this  situation  arisen,  and  what  can  we  do 
about  it?  Given  that  our  officials  are  honest  and 
sincere,  and  that  they  work  diligently,  there  must  be 
some  other  reason.  That  reason,  it  might  seem,  is 
largely  that  many  of  the  branches  of  government  are 
attempting  to  do  too  much,  and  to  do  almost  all  of  it 
under  the  umbrella  of  the  governmental  organization 
itself.  Such  an  approach  has  led  to  mushrooming 
payrolls,  and  increasingly  heavy  overhead,  but  often 
with  very  little  efficiency.  Buildings  have  been  built, 
staff  has  been  hired  and  equipment  has  been  bought, 
when  resources  have  been  limited.  Often,  the  needs 
are  such  that  the  direct  use  of  scarce  resources  cannot 
be  justified.  In  such  situations,  privatization  is  often 
the  best  solution. 

For  such  things  as  refuse  collection,  street  cleaning, 
janitorial  services,  road  and  street  paving,  and 
maintenance  of  buildings  and  grounds,  contracting 
the  jobs  out  to  private  firms  often  brings  substantial 
savings  in  costs.  In  addition  to  saving  on  direct  labor 
costs,  governments  can  also  avoid  payment  of  a range 
of  typical  fringe  benefits  which  sometimes  amount  to 
as  much  as  45  percent  of  the  direct  costs  of  labor. 

Privatization,  in  simple  terms,  means  reserving  to 
free  enterprise  that  which  free  enterprise  is  willing  and 
able  to  do.  And,  what  is  the  role  of  government?  If  it  is 
not  obvious,  it  is  not  an  appropriate  role. 


It’s  a Matter  of  Principle 

• The  travel  expense  allowances,  vacation  and  other 
employee  benefits  applicable  to  employees  of  State  agen- 
cies - the  rules  for  which  are  both  restrictive  and 
prescribed  by  law  - are  not  uniformly  applicable  to  the 
employees  of  other  recipient  entities  of  government 
which  receive  funds  appropriated  by  the  General 
Assembly.  Fairness  and  equity  would  dictate  the  need  for 
imposing  similar  standards  on  all  recipients,  else  the 
unrestricted  entities  which  receive  State  appropriations 
will  undoubtedly  deplete  their  own  funds  for  these  extra 
allowances  and,  as  a consequence,  ask  for  and  use  State 
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appropriations  to  fill  the  gap.  In  the  end.  State  funds  are 
used  indirectly  for  purposes  not  intended  or  authorized 
by  the  General  Assembly.  In  varying  degrees,  the  af- 
fected entities  include  counties,  cities.  State-supported 
public  schools,  community  colleges  and  universities, 
public  authorities,  and  certain  State  agencies  and  institu- 
tions with  proprietary  programs. 

• The  General  Assembly  has  not  seen  fit  to  enact  a 
uniform  policy  dealing  with  cash  management  in  State 
government.  The  manner  in  which  public  officials  collect 
and  disburse  public  funds  has  a direct  impact  on  the  in- 
terest income  to  he  earned  from  temporarily  idle  cash;  as 
a consequence,  the  State’s  fiscal  control  laws  should  con- 
tain express  provisions  requiring  aggressive  and  responsi- 
ble management  of  all  moneys  coming  into  the  hands  of 
public  officials  and  employees. 

• The  laws  which  levy  taxes  for  the  support  of  State 
government  and  which  specify  the  time  of  remittance 
have  not  been  seriously  reviewed  since  the  permanent 
Revenue  Act  was  enacted  in  1939.  Certainly,  there 
should  be  uniformity  and  consistency,  especially  since  we 
now  have  payroll  withholding  and  quarterly  payments 
for  income  taxes.  To  be  fair,  all  tax  levies  should  be 
remitted  on  a timely  basis,  commensurate  with  the 
nature  of  the  tax  and  the  amount  of  the  liability. 

• The  General  Assembly  has  not  seen  fit  to  enact  a 
uniform  policy  dealing  with  the  publication  of  legal 
advertisements.  The  costs  incurred  are  substantial  and 
the  practices  of  State  agencies  are  varied  and  without 
direction.  The  public  deserves  to  be  spared  these  un- 
necessary costs  and  they  could  be  if  the  Division  of  Pur- 
chase and  Contract  were  given  administrative  jurisdiction. 

• Notwithstanding  the  magnitude  of  the  public  dollars  ex- 
pended therefor  and  notwithstanding  the  importance  of 
these  programs  to  State  government,  there  is  no  formal 
policy  in  place  for: 

• risk  management,  including  the  extent  to  which  the 
State  is  or  is  not  a self-insurer  of  its  physical  properties, 

• financing  capital  improvements,  including  public 
schools,  water  and  sewer  facilities,  instructional  equip- 
ment for  community  colleges,  and  roads  and 
highways,  as  well  as  a host  of  other  needs  periodically 
but  regularly  submitted  to  the  General  Assembly. 


Charting  the  Course 

Following  the  reorganization  of  State  government  in 
1971,  the  Department  of  State  Treasurer  has  been 
responsive  to  a variety  of  needs  brought  about  by  an  un- 
precedented growth  in  State  programs  and  services. 
Much  of  this  response  has  been  with  modest  increases  in 
the  Department’s  operating  budget. 

The  fact  that  we  have  been  able  to  do  this  is  the 
highest  testimony  to  the  productive  character  of  the 
Division  Directors  and  employees  of  the  Department. 
Of  course,  for  whatever  reason,  we  take  pride  in  spar- 
ing the  people  of  North  Carolina  the  need  for  increased 
taxation,  thus  freeing  resources  for  other  worthy  causes. 
But,  what  about  the  future? 


In  charting  the  course  of  the  Department  for  the  en- 
suing year  and  in  attempting  to  forecast  its  future  func- 
tions, it  is  necessary  that  we  sketch  briefly  the  mission  of 
the  Treasurer  in  the  complex  of  State  government  as 
provided  by  the  Constitution  and  the  statutes. 

The  Treasurer  is  responsible  for  the  receipt,  custody 
and  disbursement  of  all  State  funds  and  must  see  to 
their  security  and  be  sure  that  funds  are  available  to 
meet  all  obligations  of  the  State  as  they  arise.  In  addi- 
tion, funds  not  immediately  needed  to  meet  current 
obligations,  must  be  invested  economically  and  effi- 
ciently, according  to  law,  bringing  in  the  highest  invest- 
ment return  possible. 

In  the  handling  of  the  funds  of  the  State,  we  do  not 
mention  the  imperative  need  for  integrity  because  this 
quality  is  taken  for  granted  — a sine  qua  non  of  all 
public  service.  We  routinely  proceed  upon  the  theory 
that  all  State  funds  are,  in  a sense,  trust  funds  — funds 
that  we  hold  on  behalf  of  the  people  of  North  Carolina, 
to  be  used  for  their  welfare  and  progress. 

In  addition  to  being  the  official  depository  and  in- 
vestor for  the  State’s  funds,  the  Treasurer  is  the  State’s 
fiscal  consultant  and  manager  of  the  public  debt.  He 
must  lend  the  resources  of  his  office  to  aid  all  State 
agencies  and  institutions  in  the  area  of  financial 
management.  His  duties  as  financial  advisor  extend  to 
the  Governor,  the  Advisory  Budget  Commission  and 
the  General  Assembly.  It  is  the  practice  of  the  State 
Treasurer  to  give  advice  to  these  top  level  agencies  upon 
request. 

As  manager  of  the  State’s  public  debt,  the  Treasurer 
is  one  of  the  principal  guardians  of  the  public  credit.  He 
has  the  duty  to  warn  against  unwise  borrowing  when, 
in  his  opinion,  it  would  endanger  the  State’s  credit 
rating.  After  the  decision  to  borrow  is  made  by  the 
General  Assembly,  and  approved  by  the  voters  in  a 
referendum  when  required  by  the  Constitution,  the 
Treasurer  is  charged  with  the  duty  of  timing  and  plan- 
ning the  sale  of  bonds  or  notes  — all,  of  course,  as  pro- 
vided by  the  General  Assembly  and  as  approved  by  the 
Governor  and  Council  of  State. 

The  Treasurer’s  functions  as  public  debt  manager 
and  fiscal  consultant  extend  to  the  local  governments  of 
North  Carolina  in  that  the  Treasurer,  through  the 
Local  Government  Commission,  is  deeply  concerned 
with  their  long  and  short  term  debts  and  fiscal  well- 
being. The  Treasurer  thus  performs  the  same  advisory 
service  to  local  units  of  government  as  he  does  for  the 
State  and,  in  addition,  acts  in  a regulatory  capacity  as 
provided  by  law. 

The  Treasurer  is  one  of  three  constitutional  officers 
held  responsible  for  the  fiscal  affairs  of  the  State  in  a 
system  of  checks  and  balances.  Briefly  stated,  the  Direc- 
tor of  the  Budget  is  the  business  manager  of  the  State, 
and  through  the  function  of  pre-audit,  authorizes  the 
expenditure  of  all  public  funds.  The  Treasurer  has  the 
duty  to  honor  all  valid  and  properly  drawn  warrants 
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within  approved  budget  allotments.  It  would  be 
within  his  provinee,  of  eourse,  to  hold  up  the  payment 
of  any  warrant  which,  from  his  independent 
knowledge,  is  improper  or  unauthorized.  The 
Auditor,  of  course,  has  the  function  of  post-audit, 
through  which  he  has  the  right  and  duty  to  criticize 
what  he  regards  to  be  the  improper  expenditure  of 
public  funds.  Also,  the  Auditor  has  the  power  and  the 
duty  to  prescribe  accounting  procedures  designed  to 
account  accurately  for  the  financial  transactions  and 
provide  reasonable  measures  of  internal  control. 

These  officials  in  the  Executive  Branch  of  govern- 
ment who  seek  to  administer  their  duties  well,  within 
the  law,  are  greatly  aided  in  this  regard  by  the  in- 
dependent advice  and  counsel  of  the  Attorney  General 
who  also  is  elected  by  the  people. 

In  speaking  of  the  three  constitutional  officers  who 
are  a part  of  our  Executive  System  of  checks  and 
balances,  we  do  not  mean  to  suggest  that  they  are 
equal.  The  Governor  is  by  far  the  most  powerful,  and 
rightly  so,  for  the  Gonstitution  declares  that  he  is  the 
Chief  Executive  Officer  of  the  State.  He  is  looked  to 
for  leadership  in  broad  programs  affecting  all  the  peo- 
ple, and  the  General  Assembly  provides  a special  pro- 
cedure by  which  the  Chief  Executive  makes  known  his 
ideas  about  government  to  the  Legislative  Branch.  It  is 
in  procedural  and  technical  matters  affecting  the  fiscal 
operation  of  the  State  that  the  Auditor  and  Treasurer 
stand  equally  and  independent  of  the  Governor.  I do 
not  belabor  this  point  because  in  actuality  these  offices 
generally  act  harmoniously  together. 

It  would  be  helpful  if  the  Governor,  the  Treasurer 
and  the  Auditor,  and/or  their  representatives,  could 
meet  together  regularly  for  informal  discussion  of 
fiscal  problems.  The  Attorney  General  and  the 
Secretary  of  Revenue  might  also  attend  such  meetings. 

The  Treasurer,  because  of  his  logical  place  in  fiscal 
affairs,  is  given,  ex  officio,  duties  and  responsibilities 
in  connection  with  many  boards  and  commissions 
which  are,  one  way  or  another,  concerned  with  finan- 
cial management.  These  include  membership  on  agen- 
cies concerned  with  local  government  finance,  public 
education,  banking,  taxes,  housing,  hospital  finance 
and  employee  benefit  programs. 

The  success  of  the  fiscal  program  of  the  State  of 
North  Garolina  rests  upon  our  devotion  to  the  princi- 
ple of  the  balanced  budget.  And  for  this  we  should  be 
grateful  to  the  General  Assembly,  which  has  through 
the  years  insisted  upon  programs  of  sound  financial 
policy.  I have  referred  herein  to  a system  of  checks  and 
balances,  but  these  are  confined  to  the  Executive 
Department  of  State  government.  The  important 
check  on  the  Executive  Department  is  the  Legislature 
itself,  which  lays  down  the  laws  which  govern  all  that 
we  do;  and  then,  ultimately  the  meaning  of  our  laws, 
as  defined  by  our  courts. 


The  general  thrust  of  the  Treasurer’s  mission  is  to 
render  service  to  all  the  agencies  of  government  with 
efficiency  and  economy,  keeping  in  mind  always  that 
a sound  fiscal  policy  is  the  basis  for  our  ability  to  serve 
our  people  well.  We  might  summarize  by  saying  that 
the  fiscal  policy  of  the  State  is  a means  to  an  end,  and 
that  end  is  the  welfare  and  happiness  of  the  people  of 
North  Carolina. 

The  people  of  North  Carolina  have  no  desire  to  be 
called  a conservative  State  if,  to  attain  such  a title,  we 
must  blind  ourselves  to  the  reasonable  needs  of  our 
citizens.  On  the  other  hand,  as  we  have  long  contend- 
ed, if  by  conservatism  we  mean  living  within  our  in- 
come, making  adequate  provision  for  the  payment  of 
our  debt,  and  thinking  in  terms  of  orderly  growth  and 
development,  then  we  are  indeed,  in  the  highest  and 
most  enlightened  sense,  a conservative  State  — square- 
ly in  the  middle  of  the  fiscal  road.  A place  where 
everyone  wins  is  the  right  place. 

Our  hopes  are  based  squarely  on  our  assets,  material 
and  human. 


Conclusion 

The  foregoing  paragraphs  cover  a multiplicity  of 
topics.  Even  so,  the  surface  has  only  been  scratched 
and  there  are  many  other  matters  which  could  have 
been  discussed.  For  one  who  is  entrusted  with  the  care 
of  the  public’s  money,  the  temptation  to  continue  is 
very  great.  Nonetheless,  we  do  feel  that  the  matters 
which  are  of  the  greatest  immediate  concern  have 
been  covered,  and  we  rest  our  case. 

We  make  no  claim  to  exclusive  knowledge,  for  we 
are  aware  that  many  others  are  well-equipped  by 
knowledge  and  experience  to  address  these  selfsame 
subjects,  and  many  more  in  addition.  What  we  have 
hoped  to  do  is  to  focus  public  attention  on  some  of  the 
problems  which  exist,  and  thus  to  foster  the  continuing 
public  dialog  which  is  the  essence  of  the  democratic 
process. 

In  this  process  we  all  have  a vital  stake  as  citizens  of 
North  Garolina,  and  a duty  to  continue  to  contribute 
to  it  as  our  individual  abilities  allow. 

Our  commitment  continues. 


10 


Investment  and 
B anking  Division 


The  Investment  and  Banking  Division  is  responsible 
for  three  of  the  State  Treasurer’s  primary  functions: 

1.  Acting  as  the  State’s  Banker  by  receiving  and 
disbursing  State  monies. 

2.  Administering  the  State’s  Cash  Management 
and  Trust  Fund  Programs  as  both  custodian 
and  investment  officer. 

3.  Arranging  for  the  prompt  payment  of  principal 
and  interest  on  the  State’s  general  obligation 
debt  as  it  matures. 

These  functions  are  both  constitutional  and  statu- 
tory in  origin. 

Table  of  Organization 


C.  Douglas  Chappell 
Director 


Accounting 

Section 


Investment 

Management 

Section 


1.  Investment 

Accounting 

2.  Bank  Accounting 

3.  Budgetary 

Accounting 


Liquid  Asset 
Fund 


ment  Fund 

3.  Long-term  Invest- 
ment Fund 

Banking 

Unit 

Investment 

Unit 

4.  Equity  Investment 
Fund 

1.  Cashiering 

1.  Investment 

5.  Real  Estate  In- 

2.  Bank  Clearings 

Transactions 

vestment  Fund 

3.  Disbursing 

2.  Collateralization 

6.  Funding  for 

State  Debt 

Accounts 

3.  Safekeeping 

4.  Custodial 

Relationships 

Operational  Highlights 

• Funds  under  management  at  June  30,  1984  totaled  ap- 
proximately $9.4  billion  and  increased  at  a rate  of  more 
than  $5  million  per  work  day. 

• Earnings  on  funds  under  management  amounted  to 
more  than  $854  million  producing  an  average  yield  of  ap- 
proximately 10.08%. 

• Trust  Fund  assets  at  June  30,  1984  totaled  $7.7  billion 
with  a weighted  average  yield  of  9.93%. 

• Earnings  from  the  Short-term  Investment  Fund  reached 
an  all  time  high  of  $192.7  million. 


• The  State’s  General  and  Highway  Funds  earned  over 
$129  million  amounting  to  more  than  one-half  million 
dollars  per  work  day.  (The  State’s  largest  source  of  non- tax 
revenue  and  the  sixth  largest  among  all  revenue  sources.) 

• Long-term  Investment  Fund  produced  an  average  book 
yield  in  excess  of  10%. 

• In  4.4  years  (since  March  1,  1980)  writing  covered-call 
options  on  equity  positions  has  generated  net  premiums 
amounting  to  $12.6  million. 

• New  Real  Estate  Investment  Fund  had  total  annualized 
rate  of  return  of  11.877c. 

• Implemented  a new  investment  accounting  system  for 
the  Equity  Investment  Fund  and  the  Liquid  Asset  Fund 
(LAF).  Testing  of  the  Long-term  Investment  Fund  transac- 
tions began  in  April. 

• Two  sections  within  the  Division  - the  Operations  Sec- 
tion and  the  Clearing  Section  - are  being  merged  into  one 
section  to  be  known  as  the  “Operations  Section”. 

Investment  Management 

Funds  under  management  continued  to  grow  at  an 
ever  increasing  rate.  They  grew  by  more  than  $5 
million  per  work  day.  These  funds,  amounting  to  some 
$9.4  billion,  generated  earnings  totaling  over  $854 
million  with  an  average  yield  of  approximately 
10.08%. 

The  dollars  earned  for  pension  funds  are  greater  than 
the  combined  employee  and  employer  contributions  to 
the  retirement  systems. 

The  State’s  General  and  Highway  Funds  enjoyed 
earnings  of  more  than  $129  million  or  over  $500  thou- 
sand per  work  day.  The  State  Treasurer’s  investment 
program  represents  the  largest  source  of  non-tax 
revenue  to  the  State’s  General  Fund  and  is  its  sixth 
largest  source  of  revenue. 

These  revenues  are  generated  through  investment 
pools  and  supplemental  income  producing  programs 
utilizing  high  quality  investment  vehicles.  The  invest- 
ment funds  (pools)  are  described  later  in  this  narrative 
in  detail  including  the  stated  objective  and  investment 
methods  utilized  in  each  case. 

The  investment  management  staff  enjoys  an  excellent 
reputation  brought  about  by  years  of  steady  and  consis- 
tent support  by  the  State  Treasurer,  rapport  with  the 
“street,”  good  communication  with  the  financial  com- 
munity in  our  State  and  a legislature  that  is  willing  to 
keep  our  investment  statutes  clarified  and  enhanced. 
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Chart  1 shows  the  types  of  investments  owned  by 
the  funds  under  management. 

Chart  1 

TYPES  OF  INVESTMENTS  OWNED  BY 
FUNDS  UNDER  MANAGEMENT 
As  of  June  30,  1984 


3.3% 

Total  Investments  = $9,155,165,052 


The  Basic  Functions 


Acting  as  the  Statens  Banker 

North  Carolina  utilizes  a warrant  system  to 
disburse  funds.  It  was  the  first  State  system  to  use  the 
American  Bankers’  Association  transit  routing  symbols 
in  order  to  have  its  warrants  processed  at  par  through 
the  Federal  Reserve  Bank  and  its  member  banks. 
Under  this  system,  the  State  Treasurer  performs  the 
function  of  a commercial  bank  for  State  agencies, 
departments  and  institutions.  The  advantage  of  the 
warrant  system  is  that  the  banker’s  “float,”  and  the 
earnings  thereon,  are  captured  for  the  State. 

Receiving  State  Monies  — The  General  Assembly  of 
North  Carolina  has  provided  the  State  with  a cen- 
tralized system  for  receiving  and  disbursing  State 
monies.  Under  this  system,  all  revenues  collected  by  an 
agency,  department  or  institution  on  behalf  of  the 
State  must  be  deposited  daily  to  the  account  of  the 
State  Treasurer,  in  a bank  designated  by  him  for  that 
purpose.  A companion  provision  requires  that  the 
Treasurer  be  notified  promptly  of  such  deposits.  This 
procedure  assures  that  the  State  itself  will  be  the 
primary  beneficiary  of  the  flow  of  funds  through  its 
bank  accounts  in  the  course  of  conducting  State 
business. 


Disbursing  State  Monies  --  Since  North  Carolina 
does  not  maintain  checking  accounts  through  which  to 
pay  its  obligations,  the  State  Treasurer  acts  as  banker 
for  the  various  agencies,  departments  and  institutions 
of  the  State  as  they  disburse  authorized  monies.  Ac- 
counts are  maintained  for  each,  much  as  a commercial 
bank  maintains  accounts  for  its  customers.  In  order  to 
disburse  funds  to  meet  a valid  obligation,  a warrant  is 
drawn  on  the  State  Treasurer  in  payment.  These  war- 
rants are  processed  through  the  commercial  banking 
system  and  ultimately  presented  to  the  Operations  Sec- 
tion of  the  Division  for  payment.  The  validity  of  each 
warrant  is  checked  before  it  is  charged  against  the  ac- 
count of  the  issuing  agency,  department  or  institution. 
The  presenting  bank  is  reimbursed  through  the 
Treasurer’s  central  clearing  accounts,  which  are  main- 
tained in  various  Raleigh  banks  for  this  express  pur- 
pose. 

Administering  the  State's  Cash  Management  and 
Trust  Fund  Investment  Programs 

The  Treasurer  is  the  State’s  chief  investment  officer. 
As  such,  he  is  directed  to  “establish,  maintain,  ad- 
minister, manage  and  operate”  investment  programs, 
pursuant  to  the  applicable  statutes  for  all  funds  on 
deposit.  In  so  doing,  the  State  Treasurer  “shall  have 
full  power  as  a fiduciary”  and  shall  manage  the  invest- 
ment programs  so  that  the  assets  “may  be  readily  con- 
verted into  cash  as  needed”. 

General  Investment  Objective  --  The  objective  for 
all  investment  programs  is  to  achieve  the  highest  yield 
consistent  with  safety  of  principal.  Prudence  in 
discharging  this  fiduciary  obligation  requires  that  all 
investments  be  reviewed  constantly,  so  that  oppor- 
tunities in  the  secondary  markets  to  improve  the  quali- 
ty and/or  the  yield  are  not  overlooked. 

Operating  Policy  — In  conducting  the  activities  of 
the  Investment  and  Banking  Division,  it  is  the 
Treasurer’s  policy  to  do  business  within  the  State  of 
North  Carolina,  whenever  it  can  be  done  at  no  disad- 
vantage to  the  Cash  Management  or  the  Trust  Fund 
Programs.  As  an  example,  whenever  either  program 
participates  as  a buyer  in  an  underwriting  of 
securities,  equity  or  fixed  income,  purchases  are 
allocated  among  the  known  in-State  underwriters. 
Furthermore,  the  Investment  and  Banking  Division 
has  sought  out  opportunities  within  the  State  which 
would  provide  both  competitive  market  returns  to  the 
investment  programs  and  cash  infusions  to  North 
Carolina  businesses  and  industries. 

These  efforts  ultimately  benefit  the  retired  and  ac- 
tive pension  fund  members,  the  taxpayers  and  the 
general  population  of  the  State  of  North  Carolina 
through  a strengthened  economy. 

The  Cash  Management  Program 

The  Division  computes  daily  the  excess  cash  which 
is  available  for  investment,  a figure  derived  from  the 
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ending  balances  of  the  previous  day,  plus  or  minus  the 
net  difference  between  the  certified  deposits  and  the 
disbursing  warrants  for  the  current  day.  This  excess 
cash  in  the  State  Treasurer  s central  clearing  accounts 
is  then  invested  in  highly  liquid,  short-term  securities, 
as  authorized  by  statute. 

Because  the  Treasurer’s  cash  balances  are  ultimately 
subject  to  disbursement  upon  presentation  of  valid 
warrants,  the  primary  considerations  in  making  in- 
vestments are  safety  and  liquidity;  the  secondary  con- 
sideration is  income.  The  invested  assets  of  the  Cash 
Management  Program  fluctuated  between  $1.6  billion 
and  $2.1  billion  during  the  fiscal  year.  Revenues  from 
the  Cash  Management  Program  were  more  than  $192 
million  in  the  fiscal  year  ended  June  30,  1984.  Of  this 
total,  $129  million  was  earned  for  the  General  and 
Highway  Funds.  This  brings  the  total  earned  for  these 
funds  to  nearly  $1.38  billion  since  the  inception  of  the 
Cash  Management  Program  in  1949. 

As  part  of  the  Cash  Management  Program,  the 
Treasurer  may  invest  in  Certificates  of  Deposit  and 
Savings  Certificates  issued  by  North  Carolina  banks 
and  savings  and  loans.  As  of  June  30,  1984,  $184 
million  was  invested  in  these  North  Carolina  financial 
institutions. 

The  Treasurer  sets  the  interest  rate,  which  by  State 
law  may  not  be  less  than  the  return  available  in  the 
market  on  U.  S.  Government  and/or  Agency  securities 
of  comparable  maturity.  Current  practice  is  to  pur- 
chase such  certificates  with  a term  of  six  months,  and 
to  schedule  maturities  weekly,  in  order  to  afford  a 
measure  of  liquidity.  Chart  2 indicates  the  fluctuation 
in  interest  rates  on  Certificates  of  Deposit  and  Savings 
Certificates  during  the  fiscal  year. 

Chart  2 

INTEREST  RATES 
ON  CERTIFICATES  OF  DEPOSIT 
AND  SAVINGS  CERTIFICATES 
July  1,  1983  - June  30,  1984 


Rate(%) 

Effective  Date 

Rate(%) 

Effective  Date 

9 1/2 

7-01-83 

9 3/4 

12-28-83 

9 5/8 

7-06-83 

9 5/8 

1-11-84 

9 7/8 

7-13-83 

9 1/2 

1-18-84 

10  1/8 

8-03-83 

9 5/8 

2-08-84 

10  1/4 

8-10-83 

9 3/4 

2-22-84 

10  1/8 

8-17-83 

9 7/8 

2-29-84 

10 

8-24-83 

10  1/8 

3-14-84 

9 3/4 

9-14-83 

10  1/2 

3-21-84 

9 5/8 

9-21-83 

10  5/8 

4-04-84 

9 3/8 

9-28-83 

10  1/2 

4-11-84 

9 1/2 

10-12-83 

10  5/8 

4-18-84 

9 3/8 

10-19-83 

10  1/2 

4-25-84 

9 1/4 

11-02-83 

11 

5-09-84 

9 1/2 

11-09-83 

11  3/8 

5-16-84 

9 5/8 

12-07-83 

11  1/2 

5-23-84 

9 7/8 

12-14-83 

11  5/8 

6-13-84 

11  1/2 

6-20-84 

The  Trust  Fund  Investment  Program 

The  Trust  Funds  are  composed  primarily  of  the 
holdings  of  ten  Retirement  Systems,  the  largest  three 
being  the  Teachers’  and  State  Employees’  Retirement 
System,  the  Local  Governmental  Employees’  Retire- 
ment System  and  the  Law  Enforcement  Officers’ 
Retirement  System.  To  the  Retirement  Systems  belong 
more  than  98%  of  all  the  Trust  Eund  assets  under 
management. 

The  Retirement  Systems’  investment  integrity  is 
held  inviolate  by  Article  V,  Section  6(2)  of  the  North 
Carolina  Constitution,  which  provides: 

“Neither  the  General  Assembly  nor  any 
public  officer,  employee,  or  agency  shall 
use  or  authorize  to  be  used  any  part  of  the 
funds  of  the  Teachers’  and  State  Employees’ 
Retirement  System  or  the  Local  Govern- 
mental Employees’  Retirement  System  for 
any  purpose  other  than  retirement  system 
benefits  and  purposes,  administrative  ex- 
penses, and  refunds;  except  that  retirement 
system  funds  may  be  invested  as  authorized 
by  law,  subject  to  the  investment  limitation 
that  the  funds  of  the  Teachers’  and  State 
Employees’  Retirement  System  and  the 
Local  Governmental  Employees’  Retire- 
ment System  shall  not  be  applied,  diverted, 
loaned  to,  or  used  by  the  State,  any  State 
agency,  State  officer,  public  officer,  or 
public  employee.” 

In  addition  to  the  Trust  Funds  of  the  Retirement 
Systems,  numerous  other  Trust  Funds  are  managed, 
including  the  North  Carolina  Teachers’  and  State 
Employees’  Benefit  Trust,  the  North  Carolina 
Employee  Disability  Eund,  the  State  Treasurer’s 
Escheat  Eund,  various  Educational  Trust  Eunds,  the 
State  Property  Fire  Insurance  Fund,  the  Workmen’s 
Compensation  Funds,  the  Insured  Student  Loan  Pro- 
gram and  the  Wildlife  Endowment  Eund. 

Trust  Fund  assets  under  management  reached  a 
total  of  $7.7  billion  on  June  30,  1984.  The  composite 
average  annualized  yield  was  9.93% . Charts  3 and  4 
show  the  Invested  Funds  and  the  Rate  of  Return  since 
1980. 
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TRUST  FUND  INVESTMENTS 

Charts 

Billions  of  Invested  Funds 

Dollars  At  June  30 


1980  1981  1982  1983  1984 


Chart  4 

Percent  Rate  of  Return 

% At  June  30 


The  investment  objectives  of  both  the  Cash 
Management  and  the  Trust  Fund  Programs  are 
achieved  through  participation  in  one  or  more  invest- 
ment funds  or  “pools”  established  by  the  Treasurer  as 
authorized  by  State  la'w.  These  are: 

The  Liquid  Asset  Fund 
The  Short-term  Investment  Fund 
The  Long-term  Investment  Fund 
The  Equity  Investment  Fund 
The  Real  Estate  Investment  Fund 
The  Trust  Fund  Investment  Program  participates  in 
the  investment  pools,  in  accordance  with  the  needs 
and  statutory  authority  of  the  individual  funds.  The 
cost  of  the  investment  management  function  is  shared 
equitably,  in  the  ratio  of  each  fund’s  participation. 


Charts  5 and  6 illustrate  the  Distribution  of  Assets 
by  Investment  Fund  and  Distribution  of  Investments 
by  Participants. 

Chart  5 

DISTRIBUTION  OF  ASSETS 
BY  INVESTMENT  FUND 
June  30,  1984 


Total  Assets  = $9,412,547,287 

DISTRIBUTION  OF  INVESTMENTS 
BY  PARTICIPANTS 


Chart  6 


General  Fund 
$512,998,777 


General  Fund 
$566,054,196 

6.1% 


5.5% 

Total  of  All  Participants  = $9,302,773,324 
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Investment  Activity 


Liquid  Asset  Fund  — The  State  Treasurer  maintains 
this  fund  as  an  investment  alternative  available  to 
“any  official,  board,  commission,  other  public 
authority,  local  government,  school  administrative 
unit,  local  ABC  board,  or  community  college  of  the 
State  having  custody  of  any  funds  not  required  by  law 
to  be  deposited  with  and  invested  by  the  State 
Treasurer ” 


Objective;  To  provide  a daily  income  fund  with 

(Restatement,  maximum  safety  and  liquidity  for 
April,  1984)  those  public  entities  listed  in  G S. 

147-69  3(b)  which  are  permitted  to 
voluntarily  dejmsit  funds  ivith  the 
State  Treasurer  for  investment 


Method:  Investment  vehicles  authorized  in 

G S 147-69  I are  employed  to  in- 
vest the  cash  of  the  fund  in  such  a 
manner  as  to  be  able  to  meet  any 
withdrawal  demand  on  request 

The  1983-84  and  1982-83  fiscal  years  are  compared 
below: 


June  30-  1984 


June  30.  198:3 


Assets 

Net  Annualized  Rate  of  Return 
Repurchase  Agreements  Executed 
Par  Value  of  Repurchase 

Agreements  During  the  Year 
Earnings  for  Year 


$10.8  million 
9.61% 
504 


$4.512,6.36.000 

$874,056 


$9,5  million 
9.19% 
495 

$10,147,419,000 

$2,708,375 


In  order  to  meet  the  need  for  withdrawal  of  funds, 
all  investments  during  the  fiscal  year  were  made  in 
overnight  (or  overweekend)  repurchase  agreements. 


The  1983-84  and  1982-83  fiscal  years  are  compared 
below: 


June  30.  iim  j^^io.  itm 


As.sets 

$ 1,996.663,315 

$ 1 

,671.772.812 

Net  Annualized  Rate  of  Return 

10,81% 

11.06 

Participants 

Earnings 

General  Fund 

$ 98.885,947 

$ 

86.379.248 

Highway  Fund 

.30.160.751 

28.,546.1')2 

Retirement  Fund 

5,396,1.50 

9.8.56.618 

Various  Special  & Trust  Funds 

.58,278,172 

49.336,266 

Total 

Number  of  Repurcha.se  Agreements 

$ 192,721.020 

$ 

174.118,324 

Executed 

1.228 

1.4,37 

Par  V alue  of  Repurcha.se  Agreements 
Number  of  Securities  Maturing. 

$70,89.3.7.58.000 

$71 

.945.504.000 

Purchased  or  Exchanged 

Par  Value  of  Securities  Maturing. 

975 

.558 

Purchased  or  Exchanged 

$ 5.848.000.000 

$ 3.267.300.000 

Number  of  Fixchanges 

Certificates  of  Deposit  and 
Savings  Certificates 

282 

148 

Certificates  Renewed 

292 

,371 

New  Certificates  Issued 

46 

.56 

Certificates  Paid  Off 

53 

122 

Listed  below  is  a breakdown  of  investments  in  the 
Short-term  Investment  Fund  as  of  June  30,  1984: 


Percentage 


Par  Value 

of  Portfolio 

Average  Yield 

U.  S.  Treasury  Notes 

$1.. 576.000.000 

82.8 

11.62 

U.  S.  Treasurs'  Bills 

50.000.000 

2.7 

10. .30 

U.  S.  Agency 

46.000,000 

2.4 

11.6,3 

Commercial  Paper 

10.000.000 

.5 

10.8.5 

Bankers  Acceptances 

20,000.000 

1.1 

11.04 

Repurchase  Agreements 

15,59.5,310 

.8 

10.2.5 

Certificates  of  Deposit 

Ranged  from 

and  Savings  Certificates 

$ 184.667.000 

9.7 

9 1/2-11  5/8 

100.0'; 

Short-term  Investment  Fund  — The  Cash  Manage- 
ment Program,  because  of  its  primary  need  for  safety 
and  liquidity,  is  totally  invested  in  the  Short-term  In- 
vestment Fund.  Also  participating  are  the  cash 
balances  of  the  Liquid  Asset,  Long-term,  and  Equity 
Investment  Funds.  Thus,  all  cash  in  any  fund  under 
the  Treasurer’s  management  is  always  fully  invested. 


Objective: 


Method: 


To  provide  safety,  liqtndity  and  /«- 
come  on  neeroge  monthly  balances 
for  the  General  Fund  and  the 
Highway  Fund,  and  for  other  pew- 
ticipants  permitted  or  required  by 
law  to  deposit  funds  with  the  State 
T reasurer  for  investmen t 
Investment  vehicles  authorized  in 
G S.  147-69  I are  employed  to  in- 
vest all  cash  in  the  fund,  in  excess  of 
the  amount  required  to  meet  current 
needs,  in  such  a manner  as  to  be 
“readily  convertible  into  cash^’  as  re- 
quired by  law. 


Charts  7,  8 and  9 show  the  average  assets,  the  earn- 
ings and  annualized  rate  of  return  generated  by  the 
Short-term  Investment  Fund  since  1980. 


SHORT-TERM  INVESTMENT  FUND 


Billion.s  of 
Dollars 
2.1  ^ 

2.0  L 


Average  Assets 


Chart  7 


1.3 


1980 


1981 


1982 


1983 


1984 
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Chart  8 

Millions  of 

Dollars  Earnings 


1980  1981  1982  1983  1984 

Chart  9 

Net  Annualized  Rate 
(%)  of  Return 


Long-term  Investment  Fund  — The  Investment  Pro- 
gram represented  by  this  fund  was  started  in  1941  on 
behalf  of  pension  and  other  trust  funds  and  is  now  pro- 
ducing an  annualized  yield  in  excess  of  10%  . 

Objective:  To  provide  the  maximum  safe  return 

on  the  fixed-income  investments  of 
the  North  Carolina  Retirement 
Systems,  and  other  participants  re- 
quired or  permitted  to  deposit  funds 
with  the  State  Treasurer  for  invest- 
ment. in  conformity  with  the  con- 
cepts of  fiduciary  respormhility  and 
prudent  investment  management. 


Method:  Investment  vehicles  authorized  in  G.S. 

147-69.2  are  employed  to  invest  the 
cash  of  the  fund,  and  to  exchange  the 
assets  of  the  fund  as  the  market  per- 
mits in  order  to  improve  the  income 
and/or  quality  of  the  fund. 

The  assets  of  the  Long-term  Investment  Fund  totaled 
$5.9  billion  at  June  30,  up  from  $5.2  billion  last  year. 
The  annualized  rate  of  return  was  10.02%  , an  increase 
of  17  basis  points  over  the  9.85%  reached  in  June,  1983. 

Bond  exchange  activity  plus  new  money  investments 
improved  portfolio  quality  and  produced  an  increase  in 
yield.  A total  of  $692  million  high-quality  securities 
(“AA  or  better”)  were  purchased  producing  an  average 
yield-to-maturity  of  12.84%. 

Our  bond  exchange  activity  continued  at  a moderate 
pace  throughout  the  year.  Much  emphasis  was  placed 
on  reducing  the  percentage  of  single  A rated  securities 
held  by  the  fund,  since  a possible  deterioration  of  cor- 
porate credits  having  less  than  “AA  or  better”  quality 
ratings  appeared  likely.  Upgrading  through  bond  ex- 
changes and  purchases  continued  to  improve  the 
percentage  of  “ AA  or  better”  rated  securities  in  the  port- 
folio, from  95  % to  98  % . 


Quality  Rating  June  30, 1984  June  30, 1983 

AAA  53%  47% 

AA  45  48 

_A  _ 2 _ 5 

100%  _...100% 

Average  Maturity  22.0  years  22.3  years 


To  produce  improvements  in  the  rate  of  return  or 
quality,  the  following  activity  was  required  during 


fiscal  year  1983-84: 

Par  Value,  purchases $ 765,299,859 

Number  of  purchases 219 

Par  Value,  sales $ 14,751,000 

Number  of  sales 3 

Par  Value,  bond  exchange  transactions  ...  $ 2,160,762,300 
Number  of  exchange  proposals  executed  . . 232 

Par  Value,  bond  exchange  proposals $14,044,168,000 

Number  of  exchange  proposals  analyzed  ..  1,272 

Assets  of  the  portfolio  are  disbributed  as  follows: 

Governments  28.2% 

Utilities  36.5 

Industrials  29.7 

Financial  5.6 

Total  100.0% 


Equity  Investment  Fund  — The  Equity  Investment 
Program  is  provided  solely  for  participation  by  the 
North  Carolina  Retirement  Systems. 

To  seek  a maximum  total  return  on 
the  equity  portfolio  consistent  with 
the  applicable  State  latv.  the  concept 
of  prudent  investment  management, 
and  the  public  nature  of  the  fund. 


Objective: 
(Restatement, 
April,  1984) 
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^‘Cash  Return”  shall  mean  dividend 
income  plus  net  realized  capital  gains, 
earnings  on  temporary  cash  invest- 
ment and  any  other  cash  income 
directly  attributable  to  the  Equity  In- 
vestment Fund.  On  a trailing  twelve- 
month  basis,  as  well  as  inception-to- 
date  basis  (after  first  year  of  relation- 
ship), there  ts  a minimum  annual 
‘‘Cash  Return”  objective  of  exceeding 
the  actuarial  assumption  (currently 
7 1/1%)  by  two  hundred  and  fifty 
basis  points. 

“Total  Return”  shall  consist  of  the 
“Cash  Return”  plus/minus  unrealized 
gains  and  losses. 

Method:  Investment  advisors  are  retained  as 

authorized  in  G.S.  147-69. 3(g). 
Recommendations  are  from  among 
investments  as  authorized  in  G.S. 
147-69.2(6).  The  State  Treasurers  in- 
vestment staff  is  responsible  for  all 
trading  activity. 

Assets  of  the  Fund  totaled  $1.6  billion  or  21  % of  the 
Retirement  Systems’  investments  and  are  comprised  of 
“blue  chip”  or  high  quality  stocks  quoted  by  and 
trading  on  national  markets.  In  addition  we  are  begin- 
ning to  utilize  some  mutual  funds  for  added  diver- 
sification. To  maintain  a relatively  constant  exposure 
to  this  market,  a total  of  $200  million  was  added  to  the 
Fund,  $150  million  on  July  1,  1983  and  $50  million  on 
January  1,  1984.  At  year  end  85%  of  the  Equity  In- 
vestment Fund  was  invested  in  stocks  and  15%  was  in- 
vested in  the  Short-term  Investment  Fund  which  is 
readily  convertible  into  cash. 

The  Dow  Jones  Industrial  Average  closed  at 
1,132.50  on  June  30,  1984,  down  from  1,221.96  at 
June  30,  1983.  The  Equity  Investment  Fund  is  manag- 
ed by  six  outside  Equity  Advisors  on  a non- 
discretionary basis.  Together  they  realized  net  capital 
gains  of  $145.8  million  for  a cash  yield  of  9.58%  , com- 
pared to  13.55%  a year  earlier,  reflecting  the  lower 
market.  The  State  Treasurer’s  trading  staff  executed 
777  purchases  for  a total  of  $548.5  million  and  429 
sales  totaling  $398.6  million. 

The  Covered-Call  Option  Writing  Program 
generated  a net  profit  of  $2  million  for  the  year  on 
unexercised  options  with  net  premiums  collected 
amounting  to  $2.7  million.  Net  premiums  totaling 
$12.6  million  have  been  generated  through  the 
Covered- Call  Option  Writing  Program  since  its  incep- 
tion 4.4  years  ago  (March  1,  1980). 

Real  Estate  Investment  Fund  (Established  April, 
1984)  — The  Real  Estate  Investment  Program  is  pro- 
vided exclusively  for  participation  by  the  North 
Carolina  Retirement  Systems. 


Objective:  To  provide  additional  diversifica- 

tion, while  being  an  inflation  hedge 
generating  a relatively  stable  flow  of 
current  income  for  the  North 
Carolina  Retirement  Systems. 

Method:  Investment  vehicles  authorized  in 

G.S.  147-69. 2(b)(5a)  are  employed 
to  invest  the  cash  of  the  fund  in 
shares  of  beneficial  interest  in  real 
estate. 

Investments  are  in  pooled  or  separate  accounts 
managed  by  insurance  companies,  group  trusts,  com- 
mon or  collective  trust  funds  of  banks  or  real  estate  in- 
vestment trusts  having  assets  in  excess  of  $100  million 
located  within  the  United  States. 

All  investments  are  managed  by  large  conservative 
managers  with  national  reputations  and  whose  ac- 
counts are  specifically  tailored  for  tax-exempt  par- 
ticipants. The  managers’  philosophies  and  strategies 
differ  yet  complement  each  other  by  offering  a broad 
diversification  of  various  types,  sizes  and  locations  of 
high  quality  properties. 

The  fund  was  initiated  during  the  quarter  ended 
June  30,  1984  with  $75  million  placed  among  three 
managers  in  commingled  open-end  accounts.  The 
assets  grew  to  a market  value  of  $77,081  million  by 
June  30,  1984  representing  a total  annualized  return  of 
11.87%. 

Supplemental  Income  Program  — Additional  in- 
come resulting  from  the  active  management  of  the  In- 
vestment Funds  for  the  fiscal  year  totaled  $4.8  million. 


Investment  Fund 


Source  of  Earnings 

Liquid  Asset 
and 

Short-Term 

Long-Term 

Equity 

Totals 

Fail  Balance 

Investment 

$ 2,276 

$ 169,837 

$ 5,583 

$ 177,696 

Securities  Lending 

761,055 

1,001.327 

94,577 

1,856,959 

Options  Writing 
Dividend  Re-investment 
GNMA,  “NicMic”  and 
Private  Placement, 
Forward  Commitment 
Fees 

(securities  not 
delivered) 

305,000 

2,035,422 

409,078 

2,035,422 

409,078 

305,000 

Grand  Totals 

$763,331 

$1,476,164 

$2,544,660 

$4,784,155 

Payment  of  the  State’s  Debt 

As  the  State’s  chief  financial  officer,  the  Treasurer  is 
charged  with  the  responsibility  of  making  timely  pay- 
ment of  principal  and  interest  on  North  Carolina’s 
General  Obligation  debt,  a function  vital  to  the 
maintenance  of  our  “AAA”  rating. 

The  Investment  Management  and  Operations  Sec- 
tions arrange  to  have  “readily  available  funds”  in  the 
hands  of  the  paying-agent  banks  on  due  date.  (Com- 
plete information  as  to  amounts  of  principal  and  in- 
terest due,  by  issue,  is  furnished  by  the  Division  of 
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State  and  Local  Government  Finance.)  If  the  total  in- 
volved is  large,  a repurchase  agreement  may  be  ex- 
ecuted with  the  local  paying-agent  bank  to  mature  on 
due  date,  thus  becoming  “good  money”  on  a timely 
basis.  Smaller  amounts  are  supplied  on  due  date  by  the 
Operations  Section  by  wire  transfer  of  “good  money.” 

Through  these  arrangements,  the  bondholders  have 
access  to  their  money  as  promised;  meanwhile,  the 
funds  are  invested  for  the  benefit  of  the  State  until  the 
last  possible  moment. 

Other  Activities 

Accounting  — The  Accounting  Section  of  the  Divi- 
sion performs  the  accounting  function  for  the 
Treasurer  as  it  relates  to  his  investment  respon- 
sibilities. General  ledgers,  subsidiary  ledgers  and  jour- 
nals for  each  investment  fund  are  maintained  by  the 
section.  It  is  from  these  accounting  records  that  the 
section  prepares  interim  financial  statements  and 
other  management  information  reports,  as  requested. 
An  additional  responsibility  of  the  section,  related  to 
investments,  is  the  calculation  and  distribution  of  ear- 
nings to  the  participants  of  each  investment  fund. 

The  accounting  for  the  investment  transactions  of 
the  Liquid  Asset  Fund  and  the  Equity  Investment 
Fund  are  operational  on  the  new  UNI-GOLL  Invest- 
ment Accounting  System  “IAS™”.  The  “IAS™”  is  an 
on-line  investment  accounting  system  that  produces 
financial  information  on  the  full  accrual  basis  of  ac- 
counting. The  transactions  for  the  Long-term  Invest- 
ment Fund  are  currently  being  tested  on  the  “IAS™.” 

Plans  now  call  for  activation  of  the  Long-term  In- 
vestment Fund  phase  after  two  months  of  successful 
testing.  Although  the  transactions  of  the  Short-term 
Investment  Fund  are  yet  to  be  tested,  their  similarity 
with  those  of  the  Long-term  Investment  Fund  should 
contribute  to  a timely  implementation. 

The  Accounting  Section  maintains  ledgers  that  are 
critical  to  the  State’s  system  of  financial  checks  and 
balances.  The  appropriations,  journal  entries,  receipts 
and  disbursements  of  all  State  agencies  and  institutions 
are  recorded  in  the  budgetary  ledgers.  Totals  by  tran- 
saction type  are  balanced  with  the  State  Disbursing 
Officer  at  the  end  of  each  month.  A bank  ledger  is 
maintained  to  record  all  deposits  of  funds  that  are  re- 
quired to  be  on  deposit  with  the  State  Treasurer.  Any 
checks  drawn  against  the  State  Treasurer’s  depository 
accounts  for  investment  or  for  payment  of  warrant 
clearings  are  recorded  in  the  bank  ledger.  The  bank 
ledger  is  used  to  reconcile  depository  and  clearing 
bank  statements  and  to  monitor  the  bank  accounts  on 
a daily  basis.  These  functions  are  related  to  the  State 
Treasurer’s  responsibility  of  acting  as  banker  for  all 
State  agencies  and  institutions. 

Operations/Banking  — The  Banking  Unit  of  the 
Operations  Section  accepts  State  warrants  for  pay- 
ment from  eleven  area  banks  as  well  as  from  the 
Gharlotte  Branch  of  the  Federal  Reserve  Bank.  As  the 


banks’  cash  letters  are  balanced  daily,  valid  warrants 
are  charged  against  the  respective  disbursing  accounts 
of  the  various  State  agencies.  The  disbursing  account 
service,  similar  to  the  commercial  checking  account 
service  provided  by  the  banking  community,  renders 
statements  to  a total  of  some  500  active  accounts.  In 
addition,  the  Unit  provides  magnetic  tapes  of  warrants 
paid  to  162  of  these  accounts  to  facilitate  automatic 
account  reconciliation. 

In  order  to  accommodate  the  “Single  Audit  Gon- 
cept,”  procedures  were  changed  during  the  year  to 
provide  for  account  statements  for  156  LEA’s  (Local 
Education  Agency)  to  be  sent  directly  to  the  units  for 
reconciliation  instead  of  being  sent  to  the  State  Board 
of  Education  for  reconciliation.  Six  workshops  were 
held  across  the  State  to  familiarize  the  LEA’s  with  the 
reconciliation  procedures. 

In  April  1984,  enhancements  were  made  to  allow 
participants  of  LAF  (Liquid  Asset  Fund)  to  withdraw 
their  funds  by  warrant.  However,  non-State  agencies 
were  restricted  to  only  issuing  warrants  payable  to 
themselves  for  deposit  to  their  official  depository.  The 
purpose  of  this  restriction  was  to  limit  the  use  of  LAF 
to  that  of  an  investment  vehicle,  thereby  not  infring- 
ing on  banking  services  normally  provided  those  par- 
ticipants by  the  private  sector.  State  agencies  which 
normally  draw  warrants  against  the  State  Treasurer, 
were  not  so  restricted.  This  procedural  change 
eliminated  the  cumbersome  process  imposed  on  the 
participants  of  having  to  withdraw  their  funds  by 
mail. 

In  November  1983,  disbursing  accounts  were  open- 
ed for  32  Department  of  Transportation  field  offices, 
eliminating  scattered  commercial  bank  accounts. 
These  impress  accounts,  utilized  by  the  engineers  for 
making  emergency  purchases,  helped  produce  addi- 
tional interest  income  for  the  Highway  Fund. 

Although  the  number  of  warrants  cleared  during 
fiscal  year  1983-84  increased  for  most  accounts 
generally,  the  net  total  decreased  from  15,810,554  to 
14,231,491  - a 10%  reduction.  The  main  factor  con- 
tributing to  this  net  reduction  was  a 50%  decrease  in 
the  number  of  unemployment  warrants  cleared.  There 
were  2,108,741  Employment  Security  Gommission 
warrants  cleared,  compared  to  4,499,927  the  prior 
year,  a marked  sign  of  an  improved  economy. 

Operations/ Investment  — The  Investment  Unit  of 
the  Operations  Section  is  primarily  responsible  for  the 
completion  of  all  investment  transactions  after  they 
have  been  entered  into  by  the  Investment  Manage- 
ment Section,  which  entails  consumating  the  receipt 
and  delivery  of  the  securities  traded  versus  payment. 
Associated  with  this  function  is  the  timely  collection  of 
all  interest  and  dividend  payments  (approximately 
three  quarters  of  a billion  dollars  for  fiscal  year 
1983-84),  as  well  as  all  maturing  securities. 

In  order  to  take  advantage  of  the  modern  concepts 
of  book-entry  and  central  depositories,  the  custodian 


18 


functions  of  all  eligible  securities  are  performed 
through  contractual  arrangements  by  The  Bank  of 
New  York.  Having  served  as  the  custodian  bank  for  the 
$8  billion  fixed-income  portfolios  since  November 
1982,  The  Bank  of  New  York  was  also  selected  in 
February  1984  through  a competitive  bidding  process 
to  customize  the  $1.6  billion  equity  portfolio.  The  Bank 
of  New  York  utilizes  both  the  Depository  Trust  Com- 
pany and  the  Federal  Reserve  book-entry  system. 
These  arrangements  enable  the  State  to  actively  par- 
ticipate in  the  securities  lending  market. 

The  Unit  also  monitors  the  collateralization  of 
public  deposits  in  North  Carolina  banks  and  savings 
and  loan  associations.  Collateralization  is  required  for 
deposits  exceeding  any  FDIC,  FSLIC  or  FI  AC 
coverage.  At  June  30,  1984,  some  94  depositories  had 
securities  with  a total  par  value  of  nearly  $1.3  billion 
pledged  to  the  State  Treasurer  through  21  different 
escrow  agents.  Forty-six  of  these  depositories  were 
“Option  2”  institutions,  utilizing  a program  where 
their  individual  accounts  with  the  State  Treasurer 
covered  the  deposits  of  local  governmental  entities 
across  the  State.  Of  the  total  securities  pledged  at  June 
30,  1984,  approximately  25%  was  to  secure  State 
deposits.  The  list  of  eligible  securities  were  expanded 
during  the  year  to  include  commercial  paper,  banker’s 
acceptances,  and  surety  bonds. 

In  other  areas  of  responsibility,  the  unit  provides 
safekeeping  services  for  securities  held  as  “good  faith 
deposits”  for  other  State  agencies,  including  the 
Departments  of  Agriculture,  Commerce,  Insurance, 
Public  Education  and  Revenue.  These  securities 
amounted  to  $152  million  at  June  30,  1984.  A state- 
ment of  securities  held  in  trust  is  shown  in  Table  3 on 
Page  73. 

Projects  in  Process 

Warrant  Processing  Equipment  — A study  to  deter- 
mine the  needs  for  new  reader-sorter  equipment  to 
replace  our  current  out-dated  IBM  1419  was  conclud- 
ed with  the  issuance  of  requests  for  bids  to  potential 
vendors.  Equipment  being  sought  will  film,  sort  and 
decrease  the  manual  intervention  in  warrant  process- 
ing, thus  allowing  the  Division  to  handle  an  increased 
volume  and  to  decrease  our  reliance  on  the  banking  in- 
dustry to  perform  certain  presorting  functions.  After  a 
pay-back  period  of  less  than  one  year  after  installa- 
tion, it  is  anticipated  that  through  the  combination  of 
an  increase  in  funds  available  for  investment  and  an 
increase  in  efficiency,  benefit  to  the  State  should  ex- 
ceed one-half  million  dollars  per  year.  Installation  is 
targeted  for  the  beginning  of  1985. 

Repurchase  Agreement  Contract  — A repurchase 
agreement  contract  has  been  drafted  by  the  staff  of 
The  Investment  and  Banking  Division.  When  the  final 
format  is  established,  the  Division  plans  to  execute 
these  contracts  with  all  banks  and  broker/ dealers  with 
whom  we  invest  in  repurchase  agreements. 


Repurchase  agreements  are  very  important  to  our 
entire  domestic  capital  markets.  The  preservation  of 
an  orderly  and  efficiently  functioning  marketplace  for 
repurchase  agreements  is  necessary.  The  execution  of 
these  contracts  will  be  a means  to  reduce  risk  and 
diminish  uncertainty  when  conducting  repurchase 
transactions.  The  contracts  will  provide  some  protec- 
tion from  the  legal  issues  relating  to  the  rights  of  par- 
ties to  repurchase  agreements.  The  proper  construc- 
tion of  a written  contract  will  protect  the  rights  of  all 
parties  to  such  contracts. 

Reorganization  of  “Operations  Section”  — Two  sec- 
tions within  the  Division  — the  Operations  Section 
and  the  Clearing  Section  have  been  merged  into  one 
section,  known  as  the  “Operations  Section”.  The 
merger  allows  for  a more  effective  combination  of 
functions,  which  will  now  be  performed  by  two  units 
within  the  section  - the  Banking  Operations  Unit  and 
the  Investment  Operations  Unit. 

Tables  1,  2 and  3 are  integral  parts  of  this  report 
concerning  the  management  and  operation  of  the  In- 
vestment and  Banking  Division. 
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State  and 

Local  Government 
Finance  Division 


The  State  and  Local  Government  Finance  Division 
is  organized  to  provide  the  State  Treasurer  and  the 
Local  Government  Gommission  with  staff  assistance  in 
fulfilling  their  respective  statutory  functions.  The 
Division  is  organized  along  functional  lines  into  two 
major  groups  of  services:  Debt  Management  and  Fiscal 
Management. 


Table  of  Organization 


Assistance  is  rendered  to  local  governments  and 
public  authorities  in  North  Carolina  on  behalf  of  the 
Local  Government  Commission.  The  North  Carolina 
Local  Government  Commission,  a part  of  the  Depart- 
ment of  State  Treasurer,  approves  the  issuance  of  the 
indebtedness  of  all  units  of  local  government  and 
assists  these  units  in  the  area  of  fiscal  management. 
The  Commission  is  composed  of  nine  members:  the 
State  Treasurer,  the  Secretary  of  State,  the  State 
Auditor,  the  Secretary  of  Revenue,  and  five  others  by 
appointment  (three  by  the  Governor,  one  by  the 
Lieutenant  Governor,  and  one  by  the  Speaker  of  the 
House  of  Representatives).  The  State  Treasurer  serves 
as  Chairman  and  selects  the  Secretary  of  the  Commis- 
sion, who  heads  the  administrative  staff  serving  the 
Commission. 

In  providing  staff  assistance  to  the  State  Treasurer, 
the  Division  handles  the  sale  and  delivery  of  all  State 
debt  and  monitors  the  repayment  of  State  debt. 

Operational  Highlights 

• At  a time  when  the  bond  ratings  of  other  states  were  be- 
ing downgraded.  North  Carolina  was  able  to  maintain  its 
Triple  A rating,  the  highest  attainable. 


• The  State  Treasurer  was  selected  as  the  1984  recipient 
of  the  National  Federation  of  Municipal  Analysts 
Distinguished  Service  Award. 

• The  Division  received  a national  award  for  excellence 
from  the  U.  S.  Department  of  Housing  and  Urban 
Development  for  its  marketing  of  a new  Home  Improve- 
ment Loan  Program. 

• Twenty-eight  counties  in  North  Carolina  issued  in- 
dustrial revenue  bonds  totaling  $528.1  million  resulting 
in  the  creation  of  8,879  jobs  and  the  saving  of  5,837 jobs. 

• Operational  and  procedural  changes  caused  by  the  re- 
quired registration  of  municipal  obligations  in  1983-84 
were  made  promptly  so  that  North  Carolina’s  municipal 
issues  did  not  suffer  in  getting  the  funding  they  needed. 

• As  a result  of  the  successful  pilot  program  for  the 
Governmental  Moneys  Transfer  System  under  which 
local  governments  were  able  to  receive  all  moneys 
transmitted  by  the  State  by  wire  transfer,  a transfer  pro- 
gram was  offered  to  all  cities  and  counties  in  May  1 984. 

• The  number  of  local  government  accounts  in  the  North 
Carolina  Cash  Management  Trust  (NCCMT),  a mutual 
fund  designed  as  an  alternate  investment  vehicle  for  local 
units,  increased  by  36%. 

• The  Finance  Officers  Certification  Course,  a program 
on  governmental  accounting  and  financial  reporting 
sponsored  jointly  by  the  Institute  of  Government,  the 
Public  Finance  Officer  and  County  Finance  Officer 
Association  and  this  Division,  was  presented  for  the  first 
time  this  year  with  several  staff  members  serving  as  facul- 
ty. 

• The  first  LGC  News  Bulletin  was  published  containing 
information  for  CPAs  and  finance  officers  on  projects  in 
progress  by  the  fiscal  management  staff  and  containing 
information  on  the  most  current  statements  issued  by  the 
National  Council  on  Governmental  Accounting. 

• The  Division  published  guidelines  for  finance  officers, 
independent  auditors,  and  elected  officials  on  how  to  im- 
prove internal  controls  in  smaller  units  of  government 
where  the  separation  of  duties  is  impractical. 

• On  behalf  of  New  Hanover  County,  the  Division  sold 
$12  million  of  bonds  at  a net  interest  cost  of  8.84%  to 
finance  the  State’s  first  waste- to-energy  facility. 

Tax  Exempt  Bonds  in  General 

Tax  exempt  bonds  have  traditionally  been  used  by 
the  State  and  local  governments  to  finance  the  con- 
struction of  public  facilities  such  as  schools,  roads, 
sewers,  water  systems,  office  buildings,  parks  and 
libraries.  General  obligation  debt  for  traditional 
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public  purposes  has  risen  from  $2,078,345,754  in  1977 
to  $2,677,967,920  in  1984,  a growth  of  28.9  percent. 
In  recent  times,  there  has  been  a marked  trend  toward 
using  the  tax  exempt  bonding  authority  for  what  have, 
in  the  past,  been  thought  of  as  private  purposes.  These 
purposes  include  low-income  housing  mortgages,  in- 
dustrial and  pollution  control  facilities  and  equip- 
ment, health  care  facilities  and  equipment,  and  elec- 
tric power  generating  facilities.  Since  1977,  most  of 
the  growth  in  State  and  local  borrowing  in  North 
Carolina  has  been  for  these  semi-private  purposes;  the 
total  outstanding  debt  for  special  purposes  has  in- 
creased from  $297,008,867  in  1977  to  $5,493,001,051 
in  1984,  a growth  of  1,749  percent. 

Basic  Functions 

Debt  Management  - The  Division,  under  the 
direction  of  the  State  Treasurer,  issues  and  monitors 
all  State  debt  secured  by  a pledge  of  the  taxing  power 
of  the  State.  After  the  approval  of  the  bond  issue,  the 
Division,  with  the  assistance  of  other  State  agencies, 
determines  the  cash  needs,  plans  for  the  repayment  of 
debt  (maturity  schedules)  and  schedules  bond  sales  at 
the  most  appropriate  time.  An  Official  Statement 
describing  the  bond  issue,  and  other  required 
disclosures  about  the  State,  is  prepared  with  the  advice 
and  cooperation  of  bond  counsel.  Finally,  the  Division 
handles  the  actual  sale  and  delivery  of  the  bonds, 
maintains  the  State  bond  records  and  register  of  bonds 
and  monitors  the  debt  service  payments.  At  June  30, 
1984,  authorized  and  unissued  general  obligation 
bonds  for  the  State  amounted  to  $46  million  and 
general  obligation  bonds  outstanding  amounted  to 
$879.2  million.  See  Table  4. 

The  Division  is  also  responsible  for  the  authoriza- 
tion and  sale  of  revenue  bonds  for  the  North  Carolina 
Medical  Care  Commission,  the  Public  Power  Agencies 
and  the  North  Carolina  Housing  Finance  Agency. 
These  bonds  are  secured  only  by  the  specific  revenues 
pledged  in  payment  thereof.  The  staff  works  with  the 
agency  personnel  in  determining  the  feasibility  and 
scheduling  of  the  offering,  in  structuring  the  issue  and 
underlying  security  documents,  and  in  preparing  the 
data  which  must  be  presented  to  the  Local  Govern- 
ment Commission  for  its  approval  of  the  authorization 
and  sale. 

The  Division  assists  the  State  Treasurer  in  represen- 
ting the  State  in  all  presentations  to  Moody’s  Investor 
Service,  Inc.,  and  Standard  and  Poor’s  Corporation, 
the  two  national  bond  rating  agencies  used  by  the 
State  and  local  governmental  units  in  North  Carolina. 
As  a result  of  the  efforts  of  the  State  Treasurer,  North 
Carolina  continues  to  have  a “Triple-A”  rating,  the 
highest  rating  attainable.  This  favorable  rating  has 
enabled  the  State  to  sell  its  bonds  at  an  interest  rate 
considerably  below  the  Bond  Buyer’s  Index,  thereby 
providing  tremendous  savings  to  North  Carolina’s  tax- 
payers. 

Probably  the  most  important  function  of  the  Com- 


mission is  the  approval,  sale  and  delivery  of  all  North 
Carolina  local  government  bonds  and  notes.  The  Divi- 
sion staff  counsels  and  assists  the  local  governmental 
units  in  determining  the  necessity  of  the  project,  the 
size  of  the  issue,  and  the  most  expedient  form  of  finan- 
cing. A review  is  made  of  the  debt  management 
policies  of  the  unit,  the  effect  of  the  financing  on  the 
tax  rate,  and  the  unit’s  compliance  with  the  Local 
Government  Budget  and  Fiscal  Control  Act.  Sale  dates 
are  scheduled  depending  on  the  need  for  the  money, 
the  anticipated  interest  rates,  and  the  times  when  the 
bonds  can  be  sold  with  a minimum  of  competition. 
The  staff  strives  to  resolve  all  problems  and  determine 
that  all  statutory  requirements  are  met  before  applica- 
tions are  presented  to  the  Local  Government  Commis- 
sion for  approval. 

After  approval  is  granted,  the  governmental  unit 
and  its  bond  counsel  assist  the  staff  in  gathering  and 
assembling  information  for  an  official  statement 
which  is  mailed  to  a large  group  of  investment  bankers 
nationwide.  The  general  obligation  bonds  are  serial 
bonds  and  are  awarded  through  the  competitive  bid 
process  on  the  basis  of  lowest  total  net  interest  cost  to 
the  governmental  unit. 

After  the  sale,  the  staff  delivers  and  validates  the 
definitive  bonds  and  sees  that  the  moneys  are  promptly 
transferred  from  the  buying  brokers  to  the  governmen- 
tal unit. 

In  addition  to  bond  sales,  the  staff  assists  the  units  in 
selling  certain  short-term  debt  obligations.  These  may 
be  bond  anticipation  notes  to  provide  interim  funding 
of  projects  until  the  definitive  bonds  are  sold,  or  other 
notes  secured  by  specific  pledges  of  taxes,  grants  or 
future  revenues.  Authorization  for  short-term  debt 
obligations  is  also  based  upon  Local  Government 
Commission  approval. 

Debt  records  are  maintained  for  all  units  on  prin- 
cipal and  interest  payments  coming  due  in  the  current 
and  future  years.  All  debt  service  payments  are 
monitored  through  a system  of  monthly  reports. 

At  June  30,  1984,  authorized  and  unissued  general 
obligation  bonds  for  local  governments  amounted  to 
$540,198,800,  and  general  obligation  bonds  outstand- 
ing amounted  to  $1,798,767,920.  (See  Table  4).  Dur- 
ing 1983-84,  bonds  and  notes  were  sold  in  the  amount 
of  $203,301,200.  This  is  more  fully  described  in  Chart 
10.  Of  the  $98,547,100  general  obligation  bonds 
marketed  for  local  units,  $20,871,100  were  sold  to 
other  governmental  agencies.  The  remaining 
$77,676,000  were  sold  at  interest  rates  averaging  ap- 
proximately 31  points  below  the  national  average  (ac- 
cording to  the  Bond  Buyer’s  Index),  thus  saving  the 
local  units  approximately  $250,000  in  interest  costs  for 
the  first  year.  Over  the  life  of  these  bonds  the  issuers 
are  expected  to  save  in  excess  of  $3  million  in  interest 
costs.  This  is  a result,  in  part,  of  the  Division’s  suc- 
cessful efforts  in  maintaining  and  upgrading  the  bond 
rating  of  the  State  and  local  units  and  in  monitoring 
the  fiscal  soundness  of  the  individual  local  units. 
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Chart  10 

PURPOSES  FOR  WHICH  LOCAL  GOVERNMENTS 
SOLD  RONDS  AND  NOTES 

Fiscal  Year  1983-84 


Total 


Schools 

Utilities 

Other 

No. 

Amount 

G.  O.  Bonds 

Counties 

. . $5,500,000 

$18,085,000 

$20,700,000 

7 

$ 44,285,000 

Cities  and  towns 

. . — 

14,653,100 

34,716,000 

34 

49,369,100 

Districts  

. . 

4,893,000 

-0- 

3 

4,893,000 

Total  G.  O.  Bonds 

..  5,500,000 

37,631,100 

55,416,000 

44 

98,547,100 

Revenue  Bonds 

Counties 

. . 

— 

19,175,000 

2 

19,175,000 

Cities  and  towns 

. . — 

— 

6,340,000 

2 

6,340,000 

Total  Revenue  Bonds 

— 

— 

25,515,000 

4 

25,515,000 

Notes 

Bond  anticipation  

Revenue  anticipation  notes 

Total  Notes 

Total  Bonds  and  Notes . . . 

44 

45 

93 

57.524.100 
21,715,000 

79.239.100 
$203,301,200 

The  Division  staff  also  assists  in  the  sale  of  revenue 
bonds,  which  must  have  Commission  approval  in 
order  to  be  issued  by  municipalities,  joint  municipal 
electric  power  agencies,  county  industrial  facilities 


and  pollution  control  financing  authorities.  These 
bonds  are  secured  only  by  specific  revenues  pledged  in 
payment  thereof.  See  Chart  11. 
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DEBT  MANAGEMENT  ACTIVITIES 

(In  Millions  of  Dollars) 


Chart  11 


FY  1981  - 82  FY  1982  - 83  FY  1983  - 84 


No. 


Bonds  Sold  for  State 

General  Fund  1 

Highway  Fund  — 

Total 1 


Bonds  and  Notes  Sold  for  Local  Governmental 
Units: 

G.  O.  Bonds 52 

Bevenue  Bonds  4 

Notes 75 

Total 131 


Special  Obligation  Bonds  and  Notes  Sold  for 
Medical  Care  Commission: 

Revenue  Bonds  1 

Revenue  Anticipation  Notes 2 

Sold  for  Housing  Finance  Agency: 

Bonds 2 

Notes 1 

Sold  for  Power  Agencies: 

Revenue  Bonds  2 

Revenue  Anticipation  Notes 1 


Sold  for  Industrial  Facility  and  Pollution 
Control  Authorities: 


Revenue  Bonds  108 

Total  Special  Obligation  Bonds  and  Notes  ...  117 
Grand  Total 249 


Fiscal  Management  - An  important  function  of 
this  Division  is  monitoring  certain  fiscal  and  accoun- 
ting standards  prescribed  for  local  governmental  units 
by  The  Local  Government  Budget  and  Fiscal  Control 
Act.  As  a part  of  its  role  in  assisting  local  units  and 
monitoring  their  fiscal  programs,  the  Division  pro- 
vides assistance  to  them  in  following  generally  ac- 
cepted accounting  principles  and  good  cash  manage- 
ment practices.  The  Local  Covernment  Budget  and 
Fiscal  Control  Act  requires  each  unit  of  local  govern- 
ment to  have  its  accounts  audited  annually  by  a cer- 
tified public  accountant  or  by  an  accountant  certified 
by  the  Commission  as  qualified  to  audit  local  govern- 
ment accounts.  Because  of  recent  changes  in  the  field 
of  governmental  accounting,  the  Division  has  had  a 
particularly  complex  task  in  monitoring  the  annual 


Amt. 

No. 

Amt. 

No. 

Amt. 

$ 25.0 

1 

$ 90.0 

75.0 

— 

— 

— 

— 

100.0 

1 

90.0 





192.9 

60 

172.9 

44 

98.5 

10.5 

4 

50.9 

4 

25.5 

89.8 

48 

60.6 

45 

79.3 

293.2 

112 

284.4 

93 

203.3 

6.0 

3 

26.6 

6 

116.4 

1.1 

1 

.6 

3 

4.2 

82.0 

7.4 

2 

23.6 

3 

194.0 

600.0 

3 

1,100.0 

2 

757.0 

100.0 

1 

137.0 

— 

295.3 

96 

300.2 

99 

528.1 

1,091.8 

106 

1,588.0 

113 

1,599.7 

$1,485.0 

219 

$1,962.4 

206 

$1,803.0 

audit  reports  for  compliance  with  generally  accepted 
accounting  principles. 

The  Division’s  staff  counsels  the  units  in  treasury 

and  cash  management,  budget  preparation,  and  in- 
vestment policies  and  procedures.  Upon  request,  on- 
site assistance  is  furnished  to  local  governments  in  ad- 
ministering existing  financial  and  accounting  systems, 
and  in  establishing  new  systems.  Educational  pro- 
grams, in  the  form  of  seminars  or  classes,  are  also  pro- 
vided in  order  to  accomplish  these  tasks.  The  staff 
members  make  presentations  throughout  the  year  at 
various  workshops  sponsored  by  the  Institute  of 
Covernment,  the  finance  officers’  associations,  and 
numerous  other  county,  municipal,  and  school 
organizations. 
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Continued  assistance  is  also  provided  to  the  in- 
dependent auditors  of  local  governments,  particularly 
in  the  area  of  professional  education.  The  staff  helped 
to  prepare  and  update  two  continuing  professional 
education  courses  in  governmental  accounting.  Each 
was  presented  several  times  to  independent  auditors 
through  the  auspices  of  the  North  Carolina  Association 
of  Certified  Public  Accountants. 

Significant  Accomplishments 

Debt  Management 

Recipient  of  the  National  Federation  of  Municipal 
Analysts  Distinguished  Service  Award:  The 
Honorable  Harlan  E.  Boyles,  State  Treasurer,  was 
selected  as  the  1984  recipient  of  the  Federation’s 
Distinguished  Service  Award.  The  inscription  on  the 
award  reads:  “As  a dedicated  public  servant  for  more 
than  twenty  years  you  have  forged  a unique  partner- 
ship between  issuers  of  public  debt  and  the  municipal 
bond  industry.  In  particular,  of  course,  your  ground 
breaking  work  at  the  North  Carolina  Local  Govern- 
ment Commission  created  a system  of  fiscal  controls 
that  continues  to  serve  as  a model  for  the  rest  of  the 
Nation.  Under  your  leadership  at  the  Commission, 
such  items  as  disclosure,  financial  accounting  systems, 
capital  budgeting  systems,  debt  management  systems, 
and  pension  accounting  systems  have  become  an  in- 
tegral part  of  localities’  fiscal  management.  It’s  no 
wonder  that  localities  in  your  state  are  treated  with 
such  high  analytical  regard  and  market  acceptance.’’ 

North  Carolina’s  First  Waste-To-Energy 
Facility:  After  a successful  bond  referendum.  New 
Hanover  County  has  issued  $12  million  general  obliga- 
tion bonds  at  a net  interest  cost  of  8.84 % to  finance  the 
first  waste-to-energy  facility  in  North  Carolina.  With 
the  proceeds  from  the  bonds  marketed  by  the  Division, 
a 200  ton  per  day  waste-to-energy  facility  which  will 
meet  the  solid  waste  disposal  needs  of  the  County  has 
been  built  and  is  in  operation.  The  heat  produced 
from  the  burning  of  waste  is  used  for  the  production  of 
steam  and  electricity,  both  of  which  can  be  marketed 
by  the  County  to  offset  the  cost  of  the  County’s  waste 
system. 

National  Award  for  Excellence:  One  of  the  ten  Na- 
tional Awards  for  Excellence  was  received  from  the  U. 
S.  Department  of  Housing  and  Urban  Development 
for  the  Division’s  roll  in  marketing  North  Carolina 
Housing  Finance  Agency  bonds  for  a Home  Improve- 
ment Loan  Program.  The  Program  was  designed  to 
provide  rehabilitation  loans  for  the  improvement  of 
owner- occupied  housing  in  North  Carolina  for 
families  of  lower  and  moderate  income. 

Registered  Municipal  Obligations:  The  1983-84 
fiscal  year  was  the  first  year  of  required  registration  of 
municipal  obligations  pursuant  to  the  federal  Tax 
Equity  and  Fiscal  Responsibility  Act  (TEFRA).  In 
spite  of  the  many  operational  and  procedural  changes 
caused  by  this  Tax  Act,  North  Carolina’s  transition  to 


registered  obligations  was  carried  out  with  a minimum 
of  difficulty.  The  statutory  revisions  made  in  1983  in 
new  chapter  G.S.  I59E,  along  with  changes  made  in 
administrative  procedures  allowed  North  Carolina 
cities  and  counties  to  continue  to  issue  their  obligations 
as  needed. 

Many  months  prior  to  the  issuance  of  the  first 
registered  municipal  obligation  in  North  Carolina, 
plans  were  being  formulated  to  insure  that  North 
Carolina  and  its  units  of  local  government  would  be 
able  to  issue  obligations  in  conformity  with  the  new 
laws  and  the  marketplace.  It  was  for  this  reason  that 
we  sought  a bank  or  trust  company  to  act  as 
registrar/ transfer  agent  for  the  State.  The  State’s  Re- 
quest for  Proposal  (RFP)  required  the  winning  bidder 
to  meet  all  registered  bond  guidelines  proposed  by  the 
Conference  on  Registered  Municipal  Securities  which 
was  held  on  October  18-19,  1982.  Included  was  a re- 
quirement for  a seventy-two  hour  turnaround  on 
transfers  and  the  option  to  issue  in  uncertificated  or 
book  entry  form. 

Registration  and  transfer  agent  services  on  new 
issues  for  local  governments  have  been  performed  at 
competitive  rates,  in  part  because  of  the  maximum 
rate  for  these  services  offered  to  local  units  of  govern- 
ment as  part  of  the  State’s  competitively  bid  contract 
with  Chase  Manhattan  Bank.  However,  nine  other 
banks,  including  four  North  Carolina  banks,  have  also 
qualified  to  offer  market  acceptable  registration  ser- 
vices to  local  units  of  government. 

In  retrospect,  while  the  quick  implementation  of 
registration  required  by  federal  legislation  caused 
many  headaches,  the  legislative  and  procedural 
changes  proved  effective,  so  that  North  Carolina’s 
municipal  issuers  did  not  suffer  in  getting  the  funding 
needed  for  public  projects.  Furthermore,  in  the  future 
a registered  environment  may  prove  beneficial  to 
public  entity  debt  issuers  because  the  cost  of  issuance 
may  be  reduced  once  uncertificated  obligations 
become  accepted. 

Industrial  Revenue  Bond  Program:  Since  1976,  in- 
dustrial expansion  in  the  State  has  been  aided  by 
County  Industrial  Facilities  and  Pollution  Control 
Financing  Authorities  which  issue  bonds  on  behalf  of 
private  industry.  These  bonds  continue  to  be  attractive 
to  industry  because  of  lower  interest  rates.  In  1983-84 
twenty-eight  counties  issued  industrial  revenue  bonds 
totaling  $528.1  million,  creating  8,879  jobs  and  saving 
5,837  jobs.  Issuance  of  these  bonds  enables  the  State  to 
maintain  a competitive  balance  with  other  states  in  at- 
tracting new  jobs  and  increasing  property  valuations. 

Fiscal  Management 

Illustrative  Financial  Statements:  The  illustrative 
financial  statements  for  a city  and  county  were  both 
revised  and  updated,  incorporating  the  effects  of 
NCGA  Statements  3,  4,  5,  7 and  the  single  audit  con- 
cept. The  school  illustrative  financials  now  reflect 
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changes  as  a result  of  the  single  audit  guide,  and 
Statements  3,  4,  and  5.  These  illustrative  statements 
serve  as  a useful  guide  to  CPAs  and  finance  officers  to 
ensure  that  the  unit’s  financial  statements  are 
presented  in  accordance  with  generally  accepted  ac- 
counting principles. 

Improving  Internal  Controls:  Recognizing  the  im- 
possibility of  extensive  separation  of  duties  in  smaller 
units  and  the  internal  control  problems  faced  by  these 
units,  the  Division  gathered  information  to  help  im- 
prove their  internal  control  systems.  One  memo  pro- 
vided detailed  information  on  internal  control  pro- 
cedures for  units  with  one  or  two  employees.  A con- 
densed version  of  this  memo  was  written  addressing 
only  the  alternate  controls  needed  to  be  performed  by 
board  members.  This  memo  was  designed  to  give 
elected  officials  an  overview  of  the  importance  of  in- 
ternal controls  and  how  they  can  improve  the  internal 
control  system. 

Cash  Management:  The  Division  continued  to  of- 
fer assistance  to  local  governments  in  the  area  of  cash 
management.  Several  memorandums  were  published 
on  the  management  of  cash  and  taxes  and  new  cash 
and  investment  opportunities.  Included  in  one  of  the 
publications  was  a sample  request  for  proposals  for 
banking  services  for  the  use  of  the  units.  Two 
memorandums  were  published  describing  the  Govern- 
mental Moneys  Transfer  System  (GMTS)  and  its 
operations.  An  analysis  was  made  of  the  investment 
earnings  by  governmental  units  and  letters  were  sent 
to  116  units  which  appeared  to  be  having  problems  in 
the  area  of  investments.  In  addition  to  these  memoran- 
dums and  letters,  several  towns  experiencing  cash  flow 
problems  were  visited  and  given  advice  on  cash 
management  techniques. 

Governmental  Moneys  Transfer  System 
(GMTS):  The  thrust  of  GMTS  is  to  provide  the  most 
efficient  method  possible  to  move  funds  to  and  from 
the  State  and  its  cities  and  counties.  On  dates  known 
well  in  advance,  the  State  will  transfer  moneys  due  to 
local  units  into  their  investment  accounts  in  the  North 
Carolina  Cash  Management  Trust  (NCCMT).  By  us- 
ing the  NCCMT  as  the  clearing  mechanism,  units  of 
government  are  guaranteed  that  the  moneys  transfer- 
red to  them  will  be  fully  invested  from  the  moment 
they  are  received  from  the  State.  Also,  because  they 
are  certain  of  receiving  the  funds  on  a known  date  they 
can  more  effectively  plan  the  expenditure  or  long  term 
investment  of  these  funds.  In  the  pilot  phase  the 
Department  of  Revenue  sent  Utility  Franchise  Taxes, 
Local  Government  Sales  and  Use  Taxes,  Alcoholic 
Beverage  Taxes  and  Intangible  Personal  Property 
Taxes  through  this  system.  Additionally,  the  Depart- 
ment of  State  Treasurer  received  Social  Security,  Law 
Enforcement  Officers  Benefit  and  Retirement  Fund 
contributions  and  Local  Governmental  Retirement 
Fund  contributions  through  GMTS.  It  is  intended  that 
transfer  items  will  be  added  as  the  system  becomes  ac- 


cepted. The  operation  of  GMTS  with  the  ten  pilot 
units  proved  the  effectiveness  and  the  feasibility  of  this 
system.  As  a result,  memorandums  were  mailed  to 
cities  and  counties  in  May  of  1984  offering  GMTS  as 
an  optional  method  to  transfer  funds.  The  system  will 
be  refined  and  implemented  as  time  goes  on. 

Mutual  Fund  for  Local  Government 
Investment:  The  North  Carolina  Cash  Management 
Trust  (NCCMT),  a mutual  fund  specifically  designed 
as  an  alternative  investment  vehicle  for  North 
Carolina  units  of  government  and  public  authorities, 
grew  from  282  participants  and  over  500  accounts  at 
the  end  of  the  1983  fiscal  year  to  322  participants  and 
over  680  accounts  at  the  end  of  the  1984  fiscal  year. 

NCCMT  offers  alternative  short-term  money 
market  rates  while  providing  a high  degree  of  liquidi- 
ty. At  the  same  time,  safety  is  derived  from  the  diver- 
sification of  investments,  the  limitation  of  investment 
alternatives  to  those  authorized  for  local  units  in  G.S. 
159-30  and  to  oversight  by  the  Local  Government 
Commission.  It  is  anticipated  that  the  NCCMT  rates 
will  continue  to  serve  as  a benchmark  for  local  units  to 
compare  investment  alternatives. 

LGC  Bulletin:  The  first  LGC  Bulletin  was  issued  in 
our  continuing  effort  to  provide  assistance  and 
guidance  to  local  units  and  their  independent 
auditors.  The  bulletins  will  include  a summary  of  the 
latest  National  Council  on  Governmental  Accounting 
(NCGA)  Statements  and  Interpretations,  subsequent 
Governmental  Accounting  Standards  Board  (CASE) 
pronouncements,  as  well  as  other  pertinent  informa- 
tion. Hopefully,  this  will  prove  to  be  a valuable  source 
of  information  regarding  the  changes  taking  place  and 
the  effect  these  changes  have  on  financial  statements 
of  local  governments. 

Finance  Officer  Certification  Program:  The  first 
course  of  this  program  on  Governmental  Accounting 
and  Financial  Reporting  was  presented  this  year. 
Three  staff  members  served  as  faculty  for  various  sec- 
tions of  this  forty-hour  course.  Upon  satisfactory  com- 
pletion of  the  program,  participants  will  receive  a Cer- 
tificate in  Local  Government  Financial  Management. 
Developing  this  certification  program  was  a joint  ef- 
fort of  the  State  and  Local  Government  Finance  Divi- 
sion, the  City  and  County  Finance  Officers  Associa- 
tions and  the  Institute  of  Government. 

ABC  Commission:  Assistance  was  provided  to  the 
North  Carolina  Alcoholic  Beverage  Control  Commis- 
sion in  the  development  of  statutorily  required  Fiscal 
Rules  (Administrative  Procedures)  for  Local  ABC 
Boards.  Additionally,  illustrative  financial  statements 
presented  in  accordance  with  generally  accepted  ac- 
counting principles  were  prepared  for  the  ABC  Com- 
mission to  be  used  by  local  boards. 

Projects  in  Progress 

School  Procedures  Manual:  The  School  Procedures 
Manual  is  being  updated  to  include  new  procedures 
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for  individual  schools.  The  procedures  are  being 
designed  to  accommodate  centralized  or  decentralized 
systems  and  manual  or  automated  systems.  The 
manual  stresses  internal  controls  to  insure  that  assets 
are  safeguarded  and  reliable  financial  records  are 
kept.  It  also  includes  specific  accounting  procedures 
for  school  events,  a simplified  chart  of  accounts,  and 
sample  forms  to  facilitate  the  accounting  process. 

Simplified  Accounting  System:  The  Division  is  cur- 
rently developing  an  accounting  system  designed  for 
smaller  cities  of  our  state.  The  system  being  developed 
is  basically  a “one-write”  system  modified  to  meet 
municipal  needs,  both  in  fund  accountng  and 
statutory  requirements.  A package  of  prototype  forms 
has  been  developed  so  the  system  may  be  tested  in 
small  towns.  Should  this  manual  system  gain  accep- 
tance in  a large  number  of  small  units,  it  should  be  a 
good  model  for  the  development  of  microcomputer 
software. 

Audit  Manual  for  Governmental  CPAs:  A manual 
is  being  developed  for  CPAs  who  perform  governmen- 
tal audits.  The  manual  will  include  authoritative 
sources  and  professional  publications,  a discussion  on 
key  audit  procedures,  the  single  audit  concept,  and 
contracting  on  governmental  audits.  A sample  internal 
control  questionnaire  and  audit  program  will  also  be 
included.  The  manual  will  be  bound  in  a manner  that 
will  allow  changes  to  be  made  without  reprinting  the 
entire  manual. 

Information  For  Newly  Incorporated  Towns:  A 
package  of  information  is  being  assembled  which  will 
include  materials  designed  to  meet  the  needs  of  a new- 
ly incorporated  town.  Topics  addressed  will  include 
the  powers  and  responsibilities  of  a town,  a listing  of 
accounting  and  budgeting  requirements  and  a listing 
of  resources  (people,  organizations,  etc.)  available  to 
the  town. 

Bond  Ratings:  All  local  governments  planning  to 
sell  bonds  are  interested  in  improving  their  bond 
ratings.  The  Division  is  currently  writing  a publica- 
tion which  includes  information  on  the  importance  of 
bond  ratings,  a directory  of  rating  organizations  and 
services,  bond  insurance,  and  factors  that  are  con- 
sidered by  rating  organizations  in  the  analysis  of  a 
governmental  unit.  This  information  should  be  helpful 
to  governmental  units  who  may  need  to  sell  bonds  in 
the  future. 

Expansion  of  Computer  Program  for  Debt  Service 
Requirements:  Current  marketing  and  financing  in- 
novations and  a need  for  expanded  services  have 
necessitated  revisions  and  expansions  of  the  debt  ser- 
vice computer  program.  New  programs  are  planned  to 
accommodate  principal  payments  other  than  on  the 
traditional  annual  basis,  to  accommodate  variable  in- 
terest rates,  and  to  prepare  debt  service  maturity 
schedules. 


Variable-Rate  Interest  for  Bonds  Issued  by  the  State 
and  Local  Government  Units:  Staff  members  of  the 
Division  are  assisting  with  the  drafting  of  proposed 
legislation  which,  if  approved,  will  allow  for  the  op- 
tion of  issuing  both  general  obligation  and  revenue 
bonds  with  variable  rates  as  well  as  the  traditional 
fixed  rate  bonds. 

Tables  4,  5 and  6 are  integral  parts  of  this  report 
concerning  the  State  and  Local  Government  Finance 
Division. 
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Retirement  Systems 
Division 


The  Retirement  Systems  Division  of  the  Depart- 
ment of  State  Treasurer  administers  the  statutory 
retirement  and  fringe  benefit  plans,  as  authorized  by 
the  General  Assembly  of  North  Carolina,  which  cover 
the  State’s  public  employees.  The  administration  of 
the  several  retirement  systems  requires  a high  level  of 
fiduciary  responsibility  for  the  employees’  trust  funds 
with  prudent,  honest  and  efficient  use  of  employees 
and  taxpapers  contributions.  The  public  purpose  of 
the  existence  of  retirement  systems  is  to  recruit  and 
and  retain  competent  employees  for  a career  in  public 
service,  and  provide  a replacement  income  for  retire- 
ment, disability  or  at  death  for  an  employee’s  sur- 
vivors. The  organizational  structure  below  shows  the 
functional  arrangement  of  the  tasks  performed  in  this 
Division. 


Table  of  Organization 


Operational  Highlights 

• Prepared  and  presented  draft  legislation,  studies  and 
recommendations  to  the  General  Assembly,  as  directed 
by  the  State  Treasurer  and  various  boards  of  trustees  of 
the  retirement  systems,  which  resulted  in  legislation 


enacted  in  the  June  1 984  Regular  Session  of  the  General 
Assembly  to:  create  the  Supplemental  Retirement  In- 
come Plan  of  North  Carolina,  in  compliance  with  I.R.C. 
Section  401  (k)  and  to  become  operational  January  1, 
1985;  consolidate  the  Uniform  Judicial,  Solicitorial  and 
Clerks  of  Superior  Court  Retirement  System  into  the 
single  Consolidated  Judicial  Retirement  System,  to  be  ef- 
fective January  1,  1985;  transfer  State-employed  law  en- 
forcement officers  from  membership  in  the  Law  Enforce- 
ment Officers’  Retirement  System  to  the  Teachers’  and 
State  Employees’  Retirement  System,  and  transfer  the 
Special  Annuity  Accounts  of  law  enforcement  officers  in 
the  System  to  the  new  I.R.C.  Section  401(k)  Supplemen- 
tal Retirement  Income  Plan. 

• Entered  into  a joint  venture  with  the  State’s  communi- 
ty colleges.  Office  of  State  Personnel  and  other  organiza- 
tions to  provide  pre-retirement  counseling/courses  for 
members  of  State-administered  retirement  systems. 

• Requested  and  received  approval  from  the  Internal 
Revenue  Service  as  to  the  qualified  status  of  the  Uniform 
Judicial  and  Clerks  of  Superior  Court  Retirement 
Systems,  effective  as  of  August  1,  1983,  the  Uniform 
Solicitorial  Retirement  System,  effective  as  of  September 
1,  1983,  and  the  Law  Enforcement  Officers’  Retirement 
System,  effective  as  of  January  1,  1984,  all  under  I.R.C. 
Section  401(a). 

• Completed  “quality  circle”  reorganization  of  the 
Renefits  Processing  Section  and  intensified  efforts  regar- 
ding conversion  of  individual  member’s  biographical  and 
service  history  data  from  physical  files  to  a computer 
data  base. 

• Conducted  a seminar  on  future  policy  questions  for 
members  of  the  retirement  systems’  boards  of  trustees, 
representatives  of  associations  and  organizations  of 
public  employees  and  employers,  and  Divisional  staff. 

Basie  Funetions 

The  retirement  plans  administered  by  this  Division 
are  the: 

• Teachers’  and  State  Employees’  Retirement  System 

• Local  Governmental  Employees’  Retirement  System 

• Law  Enforcement  Officers’  Retirement  System 

• Uniform  Judicial  Retirement  System 

• Uniform  Solicitorial  Retirement  System 

• Uniform  Clerks  of  Superior  Court  Retirement 
System 

• Legislative  Retirement  System 
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The  systems  are  governed  by  three  Boards  of 
Trustees.  The  State  Treasurer  is  ex-officio  Chairman 
of  each  board.  The  board  of  the  Teachers’  and  State 
Employees’  Retirement  System  is  composed  of  13  ac- 
tively working  employees,  retirees  and  public 
members.  The  Local  Governmental  Employees’ 
Retirement  System  board,  while  legally  separate,  is 
composed  of  the  same  13  members  plus  two  members 
representing  local  governments.  The  board  of  the  Law 
Enforcement  Officers’  Retirement  System  is  separate 
from  the  other  boards  and  is  composed  of  nine  actively 
employed  and  retired  law  enforcement  officers,  and 
public  citizens.  Legislation  enacted  in  the  June  1984 
session  of  the  General  Assembly  changed  the  composi- 
tion of  these  boards,  to  be  effective  April  1,  1985,  by 
deleting  a State-employed  law  enforcement  officer 
from  the  Law  Enforcement  Officers’  Retirement 
System’s  board  and  adding  such  an  officer  to  the 
Teachers’  and  State  Employees’  Retirement  System’s 
board. 

In  addition  to  the  retirement  systems  administered 
through  this  Division,  responsibility  for  administra- 
tion of  other  programs  are  the: 

• Public  Employees’  Social  Security  Agency 

• Disability  Salary  Continuation  Plan 

• Legislative  Retirement  Fund 

• National  Guard  Pension  Plan 

• Teachers’  and  State  Employees’  Benefit  Trust 

All  retirement  systems  and  other  programs  ad- 
ministered by  this  Division  are  operated  on  a calendar 
year  basis  from  January  1 to  December  31,  rather  than 
the  State’s  fiscal  year.  For  this  reason,  all  data  shown 
for  the  Division  is  for  the  captioned-year  ending 
December  31. 

The  administrative  expenses  of  the  Division  for  the 
retirement  systems  are  paid  by  receipts  from  the 
systems  based  on  the  ratio  of  members  in  each  system 
to  the  total  universe  of  members  of  all  systems.  Receipt 
support  from  other  programs  pay  for  their  cost  of  ad- 
ministration based  on  a cost-center  analysis. 

General  Administration 

The  Director  and  his  immediate  staff  are  responsi- 
ble for  overall  general  operation  of  the  Division,  and 
carry  out  the  policies  and  directives  of  the  State 
Treasurer  and  the  various  governing  boards.  They 
provide:  assistance  to  legislators  and  committees  of  the 
General  Assembly,  including  the  drafting  of  proposed 
legislation  and  the  acquisition  of  actuarial  notes  for 
each  introduced  bill;  response  to  news  media  in- 
quiries; action  on  administrative  appeals  by  individual 
members  of  the  retirement  systems;  a working  rela- 
tionship with  associations  and  organizations  of 
employees  and  employers;  and,  information  to  State 
departments,  agencies  and  institutions,  and  local 


governments.  The  staff  also  performs  planning  and 
research  functions,  and  directs  special  projects. 

Benefits  Processing  Section 

This  Section  is  charged  with  responsibility  for 
calculating  and  paying  monthly  retirement  allowances 
to  beneficiaries  and  refunds  of  accumulated  contribu- 
tions to  terminated  employees.  In  addition,  the  staff  in 
this  Division  handles  the  payment  of  death  claims  and 
lump-sum  death  benefits.  They  also  handle  the 
calculations  of  the  eost  for  retirement  systems’ 
members  to  purchase  additional  service  credits  (e.g. 
military  service,  out-of-state  serviee,  and  repayment 
of  service  forfeited  on  account  of  refunds  of  member 
contributions).  A long-term  special  project  of  this  Sec- 
tion is  the  conversion  of  retirement  systems’  members’ 
biographical  and  service  history  data  from  physical 
files  to  a computerized  basis. 

Data  Control  Section 

This  Section  has  three  functions,  as  follows: 

Payroll  Audit:  Requires  the  processing  of  incoming 
payroll/ contribution  reports  for  all  retirement  systems. 
Error  Ghecking:  Requires  correction  of  errors  of  all 
kinds  in  the  retirement  systems’  computer  base. 

Data  Transmittal:  Requires  processing  of  all  data  to, 
and  verification  of,  reports  from  the  Departmental 
data  processing/computer  group.  Also  included  is  the 
preparation  and  transmittal  of  data  for  the  coverage  of 
eligible  retirees/beneficiaries  under  the  State’s  com- 
prehensive medical  plan.  All  proofing  of  data  process- 
ing registers  for  retirements,  refunds  and  biographical 
changes  is  done  by  the  staff  of  this  Section. 

Accounting  Section 

This  Section  is  responsible  for  depositing  and  repor- 
ting revenues,  posting  data  to  journals  and  ledgers, 
preparation  of  vouchers/ warrants,  budget  reports  and 
all  external  financial  reporting.  A description  of  the 
three  primary  functions  of  this  Section  is  as  follows: 

Gash  Book  and  Budget  Reports:  Requires  the  prepara- 
tion of  receipts  and  disbursements  journals,  budget 
reports  and  vouchers/warrants. 

Batch  Posting  and  Systems’  Transfers:  Requires  the 
depositing  and  recording  of  special  member  contribu- 
tions and  the  transfer  of  funds  between  systems. 

Deposits  and  Machine  Posting:  Requires  posting  of 
general  and  subsidiary  ledgers  and  the  deposit  of 
regular  member  and  employer  contributions. 

Member  Services  Section 

This  Section  handles  written  and  telephone  com- 
munications with  members  and  employers  par- 
ticipating in  the  retirement  systems,  and  other  benefit 
programs,  responding  to  myriad  questions  about 
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fringe  benefits.  In  addition,  annual  pre-retirement 
planning  seminars  are  conducted  by  the  staff  of  this 
Section,  as  well  as  retirement  and  fringe  benefit  con- 
ferences at  the  request  of  employer  and  employee 
associations.  All  visitors  to  the  Division  requiring  in- 
dividual counseling  about  their  benefits  are  referred  to 
this  Section. 

Records  Section 

This  Section  maintains  custody  of  and  updates  all 
member  and  employer  record  files.  An  on-going  func- 
tion of  this  Section  is  the  duplication  of  members’  files 
into  a microfiche  system,  and  the  conversion,  as  a 
long-term  project,  of  members’  and  beneficiaries’  files 
to  the  microfiche  based  records  system. 

Social  Security/Disability  Section 

This  Section  is  responsible  for  two  functions,  as 
follows: 

Social  Security:  Requires  the  handling  of  reports  of 
wages  subject  to  Social  Security  taxes.  Social  Security 
taxes  are  remitted  to  this  Section  from  covered  public 
employers  in  North  Carolina  and  transmitted  to  the 
Social  Security  Administration. 

Disability:  Requires  full  administration  of  the 
Disability  Salary  Continuation  Plan,  and  determina- 
tion of  eligibility  for  disability  retirement  benefits 
from  the  several  retirement  systems  through  the 
systems’  Medical  Board. 

Significant  Accomplishments 

Communications 

The  staff  of  the  Member  Services  Section  updated 
the  audio-visual  slide  presentation,  to  incorporate 
changes  in  benefit  structures  enacted  in  the  1983  Ses- 
sion of  the  General  Assembly.  The  presentation  is  a 
communications  tool  used  in  the  Division’s  regional 
preretirement  counseling  meetings.  Also  in  the  area  of 
preretirement  planning,  this  Section  entered  into  a 
combined  effort  with  the  Office  of  State  Personnel,  the 
State’s  Community  College  System,  the  State 
Employees’  Credit  Union  and  the  Department  of 
Human  Resources,  Division  of  Aging,  to  provide 
seminars  for  employees  age  55  and  older,  and  their 
spouses.  This  program  is  initially  being  offered  in  11 
community  colleges  with  other  campuses  planning  to 
adopt  the  program  in  the  near  future.  Various  topics 
are  covered  in  the  program  with  this  Section’s  staff 
responsible  for  explanation  of  an  employee’s  benefits 
and  rights  as  a member  of  a State- administered  retire- 
ment system.  In  order  to  improve  the  efficiency  and 
response-time  of  benefits  counselors  in  this  Section, 
desktop  computer  terminals  were  provided  for  each  of 
these  nine  staff  members. 


The  Director  and  his  staff  organized  a two-day 
combination  seminar  and  boards  of  trustees  meeting  in 
January  1984.  There  were  some  45  attendees  which  in- 
cluded members  of  the  retirement  systems  boards’  of 
trustees,  representatives  of  teacher,  employee  and 
local  government  employer  associations,  represen- 
tatives of  the  Legislative  Research  Division,  Office  of 
Attorney  General  and  Office  of  Budget  and  Manage- 
ment, the  boards’  consulting  actuary  and  supervisory- 
level  Divisional  staff.  Seminar  topics  included:  an 
overview  of  the  role  of  the  boards  of  trustees, 
moderated  by  the  State  Treasurer;  board  members’ 
responsibilities  and  liabilities,  moderated  by  the  assis- 
tant attorney  general  assigned  as  the  boards’  legal 
counsel;  future  legislation  regarding  law  enforcement 
officers’  benefits,  moderated  by  the  Chairman  of  the 
House  of  Representatives’  Committee  on  Pensions  and 
Retirement;  an  overview  of  investment  performances 
and  strategies,  moderated  by  the  deputy  state 
treasurer  for  investments  and  banking;  potential 
benefits  of  I.R.C.  Section  401(k)  and  flexible  pay 
plans,  moderated  by  the  boards’  consulting  actuary; 
policy  considerations  regarding  disability  retirement 
and  determinations,  moderated  by  the  Retirement 
Division  Director;  and,  further  policy  considerations 
regarding  interest  paid  on  refunds  of  members’  con- 
tributions, interest  charged  in  service  purchases  and 
the  interest  assumptions  used  in  optional  payment  ar- 
rangements, moderated  by  the  Division’s  research  and 
planning  officer.  Also,  a preview  of  the  audio-visual 
slide  presentation  used  for  preretirement  conferences 
was  shown  at  the  seminar. 

The  Director’s  staff  also  revised  member  handbooks 
for  the  Uniform  Judicial,  Solicitorial  and  Clerks  of 
Superior  Court  Retirement  Systems,  which  describe 
the  benefits  and  rights  of  these  members.  Also,  reprints 
of  the  General  Statutes  governing  all  retirement 
systems  and  benefit  programs  administered  by  the 
Division,  as  of  the  end  of  the  1983  Session  of  the 
General  Assembly,  were  published  and  distributed  to 
all  State  and  local  government  employers. 

Functional 

The  BENGAL  computer  program  for  calculating 
retirement  allowances  was  expanded  to  include 
retirements  with  the  Local  Governmental  Employees’ 
Retirement  System,  which  has  completely  eliminated 
the  need  for  overtime  work  in  the  Benefits  Processing 
Section.  This  Section  also  completed  division  of  its 
responsibilities  into  five  functional  areas  under  the 
“quality  circle’’  concept.  With  increased  productivity 
brought  about  by  both  the  increased  computerization 
of  retirement  benefit  calculations  and  improved  work- 
flow,  this  Section  was  able  to  expand  its  efforts  in  con- 
version of  members’  biographical  and  service  history 
data  from  physical  files  to  a computerized  basis. 
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The  Records  Section  staff  completed  conversion  of 
about  13,000  active,  retired  and  terminated  Law  En- 
forcement Officers’  Retirement  System  member  file 
folders  to  microfiche.  Also  completed  was  the 
microfiche  conversion  of  some  15,000  file  folders  of 
members  of  the  Separate  Benefit  Plan  for  Law  En- 
forcement Officers.  In  an  on-going  conversion  effort, 
almost  6,000  Teachers’  and  State  Employees’  Retire- 
ment System  retired  member  file  folders  were 
microfiched.  Aside  from  this  conversion,  all  new 
members  of  all  retirement  systems  have  all  their 
records  in  the  microfiche  mode. 

In  conformance  with  new  federal  government  re- 
quirements, the  Social  Security  Section  installed  pro- 
cedures for  semimonthly  transmittal  of  Social  Security 
taxes  beginning  January  1984. 

In  the  area  of  improved  and  increased  used  of  the 
departmental  computer  and  its  data  base,  the  follow- 
ing was  accomplished:  installation  of  the  Retired 
Payroll  Program  which  allows  instant  access  to  all 
significant  information  about  retirees  and  surviving 
beneficiaries;  conversion  of  retiree/ beneficiary  data 
for  the  judicial  group  of  retirement  systems  from 
physical  files  to  the  computer  data  base;  and,  began  is- 
suing warrants  for  the  refund  of  contributions  to  ter- 
minated members  of  the  Law  Enforcement  Officers’ 
Retirement  System  by  way  of  the  computer. 

In  conformance  with  legislation  enacted  in  the  1983 
Session  of  the  General  Assembly,  appropriate  forms 
were  eompleted  and  filed,  along  with  supporting 
documents,  with  the  United  States  Internal  Revenue 
Service  for  a formal  determination  of  the  qualified 
status  under  Section  401(a)  of  the  Internal  Revenue 
Code  of  several  of  the  retirement  systems.  Approval 
letters  were  received  from  the  Service  which  then 
resulted  in  the  tax-sheltering  of  members’  contribu- 
tions, under  Section  414(h)(2)  of  the  Code,  for  the: 
Uniform  Judieial  and  Uniform  Clerks  of  Superior 
Court  Retirement  Systems,  effective  as  of  August  1, 
1983;  Uniform  Solicitorial  Retirement  System,  effec- 
tive as  of  September  1,  1983;  and.  Law  Enforeement 
Officers’  Retirement  System,  effective  as  of  January  1, 
1984.  As  required  by  the  Tax  Equity  and  Fiscal 
Responsibility  Act,  the  taxable  benefits  paid  to  retirees 
and  former  members  of  all  retirement  systems  were 
reported  to  the  Internal  Revenue  Service;  and,  also  as 
required,  federal  income  tax  withholding  certificates 
were  sent  to  over  60,000  beneficiaries  of  the  retirement 
systems  and  benefit  plans. 

A management  study  was  conducted  with  regard  to 
functions  in  the  Aecounting  and  Data  Control  See- 
tions.  This  analysis  led  to  a recommendation  that  the 


two  sections  be  combined  into  one.  This  consolidation 
was  approved  by  the  Director  and  physical  relocation 
of  employees  planned  for  the  fall  of  1984. 

Legislation 

In  preparation  for  the  June  1984  Session  of  the 
General  Assembly,  the  Director  and  his  staff  beginn- 
ing in  January  1984  provided  technical  assistance  and 
bill  drafting  services  for  the  standing  Senate  and 
House  Committees  on  Pensions  and  Retirement,  and 
communieated  the  boards  of  trustees’  legislative 
recommendations. 

The  State  Treasurer  and  Board  of  Trustees  of  the 
Teachers’  and  State  Employees’  Retirement  System  of- 
ficially recommended,  to  the  Governor  and  Advisory 
Budget  Commission,  that  legislation  be  proposed  to 
the  General  Assembly  to  create  a voluntary  Internal 
Revenue  Code  Seetion  401  (k)  tax-deferred  savings 
plan.  The  recommendation  was  based  on  a feasibility 
study  which  was  prepared  by  the  Board’s  consulting 
actuary  and  funded  jointly  by  the  Office  of  State 
Budget  and  Management,  the  Office  of  State  Person- 
nel and  the  Department  of  State  Treasurer.  Enabling 
legislation  was  then  introduced  in  and  enacted  by  the 
June  1984  Session  of  the  General  Assembly  creating  the 
Supplemental  Retirement  Ineome  Plan  of  North 
Carolina,  to  become  operational  in  1985.  The  joint 
Boards  of  Trustees  of  the  Teachers’  and  State 
Employees’  and  Local  Governmental  Employees’ 
Retirement  Systems  are  to  constitute  the  Board  of 
Trustees  of  the  Plan. 

An  important  issue  studied  prior  to  the  June  Session 
was  a proposal  to  dissolve  the  Law  Enforcement  Of- 
ficers’ Retirement  System  and  transfer  members  to 
either  the  Teachers’  and  State  Employees’  Retirement 
System  or  the  Local  Governmental  Employees’  Retire- 
ment System,  depending  upon  whether  a member  is 
employed  by  the  State  or  a local  government,  and 
transfer  beneficiaries  according  to  where  last 
employed.  Further,  the  proposal  was  to  transfer  the 
Special  Annuity  Account’s  portion  of  the  Law  En- 
forcement Officers’  Retirement  System  to  a separate 
plan  to  be  created  in  conformance  with  Internal 
Revenue  Code  Section  401(k).  Other  elements  of  the 
proposal  were  to:  amend  the  statutory  benefit  struc- 
tures of  the  State  and  Loeal  Systems  to  aecommodate 
the  earlier  retirement  privileges  of  law  enforcement 
officers,  and  to  protect  all  benefit  rights  accruing  to  of- 
ficers at  the  time  of  transfer;  and  provide  State  ap- 
propriations to  be  paid  into  the  I.R.C.  Section  401(k) 
plan.  The  Director  and  his  staff,  at  the  request  of 
members  and  committees  of  the  General  Assembly, 
assisted  in  the  drafting  of  legislation  which  would  im- 
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plement  the  proposal,  obtained  actuarial  studies,  notes 
and  cost  analysis  regarding  the  legislation  and  attend- 
ed numerous  meetings  with  representatives  of  law  en- 
forcement officer  associations  and  organizations.  The 
legislation  which  was  finally  enacted  will  transfer,  ef- 
fective January  1,  1985,  only  State-employed  law  en- 
forcement officers  from  the  Law  Enforcement  Of- 
ficers’ Retirement  System  to  the  Teachers’  and  State 
Employees’  Retirement  System,  with  their  Special  An- 
nuity Accounts  to  be  transferred  to  the  Supplemental 
Retirement  Income  Plan.  Reneficiaries  of  the  Law  En- 
forcement Officers’  Retirement  System  who  were  last 
employed  by  the  State  will  also  be  transferred  and 
their  allowances  paid  by  the  Teachers’  and  State 
Employees’  Retirement  System.  The  legislation  also  re- 
quires the  transfer  of  appropriate  assets  from  the  Law 
Enforcement  System  to  the  State  System  equal  to:  the 
accumulated  contributions  of  State-employed  officers; 
the  full  present  value  reserve  necessary  to  fund  the 
future  retirement  allowances  of  beneficiaries  last 
employed  by  the  State;  and,  an  amount  from  the  ac- 
cumulated State  and  employer  accumulated  contribu- 
tions calculated  on  the  basis  of  the  ratio  of  the  accrued 
liabilities  of  the  transferred  officers  to  the  total  ac- 
crued liabilities  of  all  officers. 

Another  precedent-setting  action  of  the  June  1984 
session  was  legislation  combining  the  three  Uniform 
Judicial,  Uniform  Solicitorial  and  Uniform  Clerks  of 
Superior  Court  Retirement  Systems  into  the  single 
Consolidated  Judicial  Retirement  System,  to  be  effec- 
tive January  1,  1985. 

Other  legislation  enacted  by  the  June  session  of  the 
General  Assembly  which  impacts  on  the  work  of  the 
Division  was:  to  allow  the  purchase  of  part-time  per- 
manent State  employment  as  creditable  service  with 
the  Teachers’  and  State  Employees’  Retirement 
System,  effective  after  January  1,  1985,  with  the 
member  paying  the  full  actuarial  liability;  to  allow  the 
purchase  of  local  government  employment  as 
creditable  service  with  the  Teachers’  and  State 
Employees’  Retirement  System,  if  not  otherwise  pro- 
vided for  in  law,  with  the  member  paying  the  full  ac- 
tuarial liability;  to  severely  restrict  the  amount  of 
retirement  allowance  paid  a person  retired  with  the 
Teachers’  and  State  Employees’  and  the  Local  Govern- 
mental Employees’  Retirement  Systems  when 
reemployed  by  an  employer  participating  in  the  same 
system  paying  the  allowance,  to  become  effective 
September  1,  1985;  and,  to  grant  an  8%  post- 
retirement increase  in  the  allowances  of  beneficiaries 
of  all  retirement  systems,  commencing  July  1,  1984  for 
beneficiaries  in  receipt  of  an  allowance  on  and  before 
July  1,  1983. 


Altogether,  the  June  session  of  the  General 
Assembly  considered  25  introduced  bills  affecting  the 
retirement  and  benefit  plans  administered  by  the  Divi- 
sion and  acted  favorably  upon  14  bills. 

The  Retirement  Systems  and  Trust  Funds 

Actuarial  Valuation 

The  actuarial  valuation  is  prepared  by  an  actuary  to 
assess  the  funding  progress  of  a retirement  system  and 
the  adequacy  of  the  contribution  rates  which  have 
been  established  to  fund  the  system.  An  actuarial  valu- 
ation is  an  inventory  of  the  assets  and  liabilities  of  a 
retirement  system  at  a specific  point  in  time.  Informa- 
tion collected  covers  all  of  the  active  (both  in-service 
and  terminated)  members  and  all  of  the  retired 
members  and  other  beneficiaries  who  are  receiving 
benefit  payments.  In  this  way,  everyone  who  has  been 
promised  a benefit  from  the  system  is  included  in  the 
actuarial  calculations  to  determine  the  present  value 
of  the  system’s  liabilities.  These  liabilities  are  then 
compared  to  the  system’s  assets,  and  calculations  are 
made  to  determine  whether  the  contribution  rates  will 
be  adequate  to  fund  the  uncovered  liabilities  in  the 
time  period  originally  established.  Annual  valuations 
are  made  so  as  to  permit  gradual  changes  in  the  con- 
tribution level  and/or  funding  period  and  keep  the 
funding  on  a proper  course.  The  annual  valuation  is 
also  used  by  the  actuary  to  compare  actual  separation, 
compensation  and  investment  experience  with  the  ac- 
tuarial assumptions  used  in  the  valuation  of  the 
liabilities  of  the  system.  The  actuarial  valuation 
balance  sheets  for  each  retirement  system  are  included 
with  the  exhibits. 

Actuarial  Assumptions 

The  economic  assumptions  used  for  the  actuarial 
valuation  of  all  retirement  systems  are  an  interest  rate 
of  7 1/2%  per  year  and  average  rates  of  salary  increase 
of  7 1/2%  per  year,  varying  at  different  ages.  The 
assumed  rates  for  mortality,  withdrawals,  disabilities 
and  service  retirement  are  based  on  actual  past  ex- 
perience. The  asset  valuation  method  is  based  on  cost 
value. 

Funding  of  the  Systems 

The  six  retirement  systems  deseribed  in  this  report 
are  being  funded  on  a full  actuarial  reserve  basis  and 
use  the  entry  age  normal  cost  method  as  the  actuarial 
cost  approach.  Under  this  entry  age  normal  cost 
method,  the  normal  contribution  percentage  rate  is 
calculated  on  the  basis  of  the  adopted  actuarial 
assumptions  as  the  level  percentage  of  the  compensa- 
tion of  the  average  new  member  which,  if  contributed 
throughout  the  entire  period  of  active  service,  would 
be  sufficient,  together  with  his  contributions,  to  sup- 
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Chart  12 


port  all  the  benefits  payable  on  his  account.  The  ac- 
crued liability  is  the  difference  between  total  liabilities 
and  the  present  value  of  future  normal  cost  contribu- 
tions and  the  members’  future  contributions.  All  ex- 
perience gains  and  losses  are  reflected  in  the  amount  of 
the  unfunded  accrued  liability  and  thereby  affect  the 
period  of  liquidation,  except  the  Local  Governmental 
Employees’  Retirement  System  where  they  are 
reflected  in  the  normal  contribution  rate. 

All  retirement  systems  are  joint  contributory  de- 
fined benefit  plans  with  contributions  made  by  both 
employees  and  employers.  Each  active  member  con- 
tributes six  percent  (6%)  of  his  compensation  for 
creditable  service  by  monthly  payroll  deduction. 
Employers  make  monthly  contributions  based  on  a 
percentage  rate  of  the  members’  compensation  for  the 
month.  Employer  contribution  rates  are  actuarially 
calculated. 

Funded  Status  of  the  Retirement  Systems 

The  consistent  use  of  conservative  actuarial  assump- 
tions and  an  approved  actuarial  cost  method  over  the 
years  since  the  establishment  of  the  retirement 
systems,  and  the  recognition  of  all  promised  benefits  in 
the  actuarial  liabilities,  have  resulted  in  retirement 
systems  which  can  be  labeled  as  “actuarially  sound.’’  A 
simple  measure  for  determining  the  funded  status  of  a 
System  is  to  relate  the  total  present  assets  to  total  ac- 
crued liabilities  to  determine  a funded  ratio.  The  total 
accrued  liabilities  are  found  by  adding  the  assets  and 
the  unfunded  accrued  liabilities.  For  purposes  of  com- 
parison, the  funded  ratios  for  the  retirement  systems 
are  graphically  illustrated  in  Chart  12. 


FUNDED  RATIO 
OF  THE  RETIREMENT  SYSTEMS 

% Funded 


Teachers’  and  State  Local  Governmental  Law  Enforcement 
Employees’  Employees’  Officers’  Benefit  and 

Retirement  System  Retirement  System  Retirement  Fund 

% Funded 


1980  1981  1982  1983  1980  1981  1982  1983  1980  1981  1982  1983 

Uniform  Uniform  Uniform  Clerks  of 

Judicial  Solicitorial  Superior  Court 

Retirement  System  Retirement  System  Retirement  System 

The  Three  Systems  on  the  lower  chart  reflect  a lower  funded  percentage.  These  Systems  are 
several  years  old  and  the  unfunded  accrued  liability  is  greater  because  prior  service  was  of- 
fered to  the  members  at  no  cost.  If  the  funded  ratio  on  these  charts  were  100%  , there  would 
be  no  unfunded  accrued  liability  and  the  employer  contribution  would  consist  of  only  the 
normal  contribution  (for  current  service).  The  System  would,  in  this  case,  be  considered 
“fully  funded”. 
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Chart  13 


Teachers’  and  State  Employees’ 

Retirement  System  of  North  Carolina 
(State  System)  N.C.G.S.  135-1 
Through  135-18.5 

The  State  System  has  the  largest  assets  and  member- 
ship of  the  retirement  systems  administered  by  the 
Division.  The  System  provides  benefits  to  all  full-time 
teachers  and  State  employees  in  all  public  school 
systems,  universities,  departments,  institutions,  and 
agencies  of  the  State.  The  General  Assembly  created 
the  Teachers’  and  State  Employees’  Retirement  System 
effective  July  1,  1941. 

This  System  began  operations  with  a membership  of 
42,878  teachers  and  State  employees,  and  with  ap- 
propriations from  the  State  of  $1,838,000.  The 
membership  of  the  State  System  has  grown  over  the 
years  in  proportion  to  the  growth  in  size  and  complexi- 
t\'  of  the  public  schools  and  the  State  government.  The 
membership  of  the  State  System  at  December  31,  1983 
was  235,320  and  in  addition  there  were  48,810  retired 
members  and  beneficiaries  of  decreased  retired 
members,  and  invested  assets  of  about  $5.7  billion. 

The  distribution  of  the  investments  of  the  assets  of 
the  State  System  as  of  December  31,  1983  was: 

Distribution  of  Investments 
December  31,  1983 

Long-Term  Fixed  Income  Investment  Fund  $4,449,875,827 

Short-Term  Fixed  Income  Investment  Fund  39,3.50,717 

EquiU"  Investment  Fund  1,203,300,716 

Total  $5,692,527,260 

Operations  of  the  State  System  during  the  calendar 
year  1983  resulted  in  total  receipts  of  $1,000,008,971 
and  total  expenditures  of  $298,725,094.  Chart  13 
graphically  presents  the  distribution  of  revenues  by 
source  and  expenditures  by  purpose. 

The  latest  Actuary’s  Valuation  Balance  Sheet  for  the 
State  System  as  of  January  1,  1984  is  shown  in  Table  7. 
Based  on  the  latest  actuary’s  report,  the  Board  of 
Trustees  had  set  the  employer  contribution  rate  at 
10.03%  of  covered  payroll.  However,  because  of  post- 
retirement increases  to  retirees/ beneficiaries  enacted 
in  the  1984  Session  of  the  General  Assembly,  this  rate 
was  increased  to  10.25%  effective  July  1,  1984. 

On  this  basis,  the  total  employee  and  employer  rates 
of  contribution  is  adequate  to  fund  all  future  benefits 
presently  authorized  based  on  current  service,  and  to 
fund,  over  a period  of  21  years  from  January  1,  1984, 
the  remaining  accrued  liability  for  past  service. 


Teachers’  and  State  Employees’  Retirement  System 
of  North  Carolina 
Year  Ended  December  31,  1984 


Sources  of  Funds 


ADML\ISTRATI\  E 
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North  Carolina  Local  Governmental 
Employees’  Retirement  System 
(Local  System) 

N.C.G.S.  128-21  through  28 

The  Local  System  is  maintained  for  the  employees 
of  cities,  towns,  counties,  boards,  commissions,  and 
other  entities  of  local  government  in  North  Carolina. 

Because  participation  of  local  governments  in  this 
System  is  voluntary,  the  operation  of  the  Local  System 
is  dependent  upon  the  acceptance  and  continuing 
financial  support  of  the  governing  bodies  and 
employees  of  local  governments.  Approval  and  accep- 
tance are  evidenced  by  the  fact  that  as  of  December 
31,  1983,  597  cities,  towns,  counties,  and  local  com- 
missions had  chosen  to  participate  in  the  Local 
System. 

This  system  began  operations  in  1945  with  18  par- 
ticipating local  governments,  2,102  members,  and 
assets  of  $178,053.  The  membership  of  the  Local 
System  as  of  December  31,  1983  was  68,236  and  in  ad- 
dition there  were  9,736  retired  members  and 
beneficiaries  of  deceased  members.  Invested  assets  as 
of  this  date  amounted  to  about  $1  billion. 

The  distribution  of  investments  of  the  assets  of  the 
Local  System  as  of  December  31,  1983  was: 

Distribution  of  Investments 
December  31,  1983 

Long-Term  Fixed  Income  Investment  Fund  $ 784,783,919 

Short-Term  Fixed  Income  Investment  Fund  7,520,404 

Equity  Investment  Fund  209,196,781 

$1,001,501,104 

Operations  of  the  Local  System  during  the  year 
1983  resulted  in  total  receipts  of  $193,771,732  and 
total  expenditures  of  $47,493,444.  Chart  14  graphical- 
ly presents  the  distribution  of  revenues  by  source  and 
expenditures  by  purpose. 

The  latest  Actuary’s  Valuation  Balance  Sheet  for  the 
Local  System,  as  of  January  1,  1984,  is  shown  in  Table 
8.  The  valuation  utilizes  a frozen  accrued  liability 
with  gains  and  losses  reflected  in  the  normal  rate  of 
contribution. 

The  Board  of  Trustees  set  the  employer  normal  con- 
tribution rate  of  4.63%  of  covered  payroll  for  each 
employing  unit  in  1983-84.  The  accrued  liability  rate, 
if  any,  varies  with  the  employing  units  depending  on 
the  amount  of  prior  service  which  is  awarded  to  the 
members. 


Chart  14 

North  Carolina  Local  Governmental  Employees’ 
Retirement  System 
Year  Ended  December  31,  1984 


Sources  of  Funds 
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The  Law  Enforcement  Officers’ 

Retirement  System  (LEO) 

N.C.G.S.  143-66  through  143-166.04 

The  Law  Enforcement  Officers’  Retirement  System 
was  established  on  July  1,  1940;  however,  it  did  not 
come  under  the  jurisdietion  of  the  Department  of  State 
Treasurer  until  July  1,  1978  when  the  North  Carolina 
General  Assembly  enacted  legislation  to  transfer  it 
from  the  Department  of  State  Auditor. 

The  System  is  maintained  for  full-time  and  perma- 
nent employees  of  the  State  of  North  Carolina,  or  any 
political  subdivision  thereof,  who  serve  as  law  enforee- 
ment  offieers. 

The  distribution  of  investments  of  the  assets  of  the 
LEO  System  as  of  December  31,  1983  was: 

Distribution  of  Investments 
December  31,  1983 

Long-Term  Fixed  Income  Investment  Fund  $285,956,661 

Short-Term  Fixed  Income  Investment  Fund  1,979,271 

Equity  Investment  Fund  72,792,786 

Total  $360,728,718 

Operations  of  the  LEO  System  during  the  year  1983 
resulted  in  total  reeeipts  of  $62,935,643  and  total  ex- 
penditures of  $13,841,279.  Chart  15  graphically 
presents  the  distribution  of  revenues  by  source  and  ex- 
penditures by  purpose. 

The  LEO  System  began  operations  with  4,000 
members  and  total  assets  of  $398,254.  As  of  December 
31,  1983,  the  membership  has  inereased  to  10,753  and 
there  were  1,476  retired  members  and  invested  assets 
of  about  $361  million. 

Legislation  was  enacted  in  the  1983  Regular  Session 
of  the  General  Assembly  restrueturing  the  LEO 
System.  The  legal  name  of  the  System  was  changed 
from  the  name  Law  Enforcement  Offieers’  Renefit  and 
Retirement  Fund.  Also,  the  Separate  Renefit  Fund 
portion  of  LEO,  which  provides  life  and  health  in- 
suranee  benefits  as  an  employee  welfare  plan,  was 
transferred  from  the  System  to  the  Teachers’  and  State 
Employees’  Benefit  Trust  effective  January  1,  1984. 

The  latest  Aetuary’s  Valuation  Balanee  Sheet  for  the 
LEO  System  as  of  January  1,  1984  is  shown  in  Table  9. 
Based  on  the  aetuary’s  report,  the  Board  of  Trustees  set 
the  employer  eontribution  rate  at  7.53%  of  eovered 
payroll,  reduced  by  reeeipts  from  court  costs  estimated 
at  the  rate  of  .90%  , for  a net  employer  eontribution  of 
6,63%  of  eovered  payroll  payable  by  the  State  and 
other  employers.  On  this  basis,  the  total  employee  and 
employer  rate  of  eontribution  is  adequate  to  fund  all 
future  benefits  based  on  current  serviee  and  to  fund, 
over  a period  of  21  years  from  January  1,  1984,  the  re- 
maining accrued  liability. 


Chart  15 

Law  Enforcement  Officers’ 

Retirement  System 
Year  Ended  December  31,  1984 


Sources  of  Funds 


Applications  of  Funds 

ADMINISTRATIVE 
AND  OTHER  EXPENSES 
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Uniform  Judicial  Retirement  System  of 
North  Carolina  (Judicial  System) 

N.C.G.S.  135-50  through  135-71 
Uniform  Solicitorial  Retirement  System  of 
North  Carolina  (Solicitorial  System) 

N.C.G.S.  135-77  through  135-78 
Uniform  Clerks  of  Superior  Court 
Retirement  System  of  North  Carolina 
(Clerks  of  Court  System) 

N.C.G.S.  135-84  through  135-85 

The  Judicial  System  was  created  by  the  1973  Session 
of  the  General  Assembly  to  be  effective  January  1, 
1974.  The  membership  of  the  Judicial  System  is  com- 
posed of  judges  and  justices  of  the  General  Court  of 
Justice  of  North  Carolina.  Prior  to  the  creation  of  this 
System,  judges  of  the  Superior  Court,  Appellate 
Court,  and  justices  of  the  Supreme  Court  received  a 
pension  upon  retirement  which  was  a continuation  of 
compensation  appropriated  annually  by  the  General 
Assembly.  Judges  in  the  District  Court  Division  had 
been  members  of  the  Teachers’  and  State  Employees’ 
Retirement  System.  Included  in  the  membership  of 
this  System  as  retirees  were  judges  and  justices 
previously  retired  and,  for  the  first  time  the  surviving 
spouses  of  previously  retired  judges  and  justices.  The 
Courts  Commission  was  responsible  for  the  design  of 
the  benefit  structure  and  funding  provisions  of  the 
Judicial  System.  There  were  238  members  and  132 
retirees  in  receipt  of  allowances  as  of  December  31, 
1983.  During  1983  the  monthly  allowances  paid  to- 
talled $2,087,545  and  death  benefits  of  $40,344  were 
paid. 

The  Solicitorial  System  was  established  by  the  1973 
Session  (Second  Session  1974)  of  the  General  Assembly 
to  provide  retirement  benefits  similar  to  the  Judicial 
System  for  the  solicitors  and  district  attorneys  of  the 
General  Court  of  Justice.  These  officials  were 
previously  members  of  the  State  System.  There  were 
43  members  and  14  retirees  in  receipt  of  allowances  as 
of  December  31,  1983.  During  1983,  the  monthly 
retirement  allowances  paid  totalled  $234,640  and 
there  was  no  death  benefit  paid. 

The  Clerks  of  Court  System  was  created  by  the  1975 
Session  of  the  General  Assembly  to  provide  retirement 
benefits  similar  to  the  Judicial  System  for  all  Clerks  of 
the  Superior  Court  Division  of  the  General  Court  of 
Justice.  These  officials  were  previously  members  of  the 
State  System.  There  were  102  members  and  47  retirees 
in  receipt  of  monthly  allowances  as  of  December  31, 
1983.  During  1983,  the  monthly  retirement 
allowances  paid  totalled  $435,006  and  no  death 
benefits  were  paid. 


The  latest  Actuary’s  Valuation  Balance  Sheet,  as  of 
January  1,  1984,  for  the  Judicial,  Solicitorial,  and 
Clerks  of  Court  Systems  are  shown  in  Tables  10,  11 
and  12,  respectively.  The  employer  contribution  rates 
and  the  funding  period  for  prior  service  are: 

Employer  Contribution  Rates  and  Funding  Periods 
As  of  January  1,  1984 
System  Rate 

Judicial  30.81% 

Solicitorial  23.24 

C lerks  of  Court  28.25 

Legislative  Retirement  Fund  (Fund) 

N.C.G.S.  120-4.1  through  120-4.2 

The  Fund  was  created  by  the  1969  Session  of  the 
General  Assembly  as  a retirement  plan  for  members 
and  elected  officers  of  the  North  Carolina  General 
Assembly.  The  Fund  was  abolished,  prospectively,  by 
the  1973  Session  (Second  Session  1974).  The  abolishing 
Act  preserved  the  vested  and  inchoate  rights  of  the 
members  in  the  Fund  so  that  all  members  and  former 
members  of  the  General  Assembly  who  had  qualified 
by  virtue  of  service  as  of  1974  are  still  in  receipt  of 
monthly  allowances  or  may  apply  for  and  receive 
monthly  allowances  at  age  65.  There  were  59  former 
members  and  officers  of  the  General  Assembly  in 
receipt  of  allowances  with  a cost  in  the  year  ended 
December  31,  1983,  of  some  $98,250.  The  cost  is  fund- 
ed by  a contribution  of  5%  of  compensation  paid  by 
members  at  retirement  and  an  annual  general  fund 
appropriation  made  to  the  General  Assembly.  The 
Fund  is  not  operated  as  a retirement  fund,  but  as  a 
governmental  general  type  fund. 

Disability  Salary  Continuation  Plan  (DSC  Plan) 
N.C.G.S.  135-34 

Disability  salary  continuation  benefits  are  self- 
insured  and  are  administered  by  the  Division.  The 
North  Carolina  Employee  Disability  Fund  was 
established  to  guarantee  these  benefits  and  was  funded 
for  a period  of  three  years,  from  July  1,  1972  to  June 
30,  1975,  at  the  rate  of  $3.00  per  month  per  employee 
paid  by  the  employers.  In  1975  the  General  Assembly 
suspended  the  employer  contribution.  Since  that  time, 
benefits  have  continued  to  be  paid  from  the  invest- 
ment earnings  and  accumulated  reserves.  In  1977,  for 
the  first  time,  the  benefit  payments  exceeded  the  in- 
vestment earnings  and  the  difference  was  paid  from 
the  accumulated  reserves. 


Funding  Period 

21  years 

22  years 

23  1/3  years 
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The  following  are  certain  statistics  relating  to  the 
number  of  disabled  members,  number  of  new  claims 
during  the  year,  the  claims  closed  during  the  year,  in- 
vestment earnings  and  amount  of  benefit  payments 
during  the  calendar  years  ended  1983  and  1982: 


Selected  Statistics 
For  the  Calendar  Years 

1983  1982 


Number  of  Disabled  Members  1,292  1,265 

New  Claims  During  the  Year  ‘ 539  517 

Claims  Closed  During  the  Year  473  392 

Investment  Earnings  $1,079,016  $1,229,160 

Amount  of  Benefit  Payments  $2,529,830  $2,313,593 


Public  Employees’  Social  Security  Agency 
(Social  Security  Agency) 

N.C.G.S.  135-19  through  135-26 

The  Social  Security  Agency  administers  the  State’s 
responsibility  under  the  Social  Security  Agreement 
between  the  State  of  North  Carolina  and  the  United 
States  Secretary  of  Health  and  Human  Services.  This 
Agreement  was  entered  into  on  July  16,  1951.  This 
Agreement  was  executed  pursuant  to  authority  in  Sec- 
tion 218  of  the  Federal  Social  Security  Act  and  Article 
2,  Chapter  135  of  the  General  Statutes  of  North 
Carolina. 

The  provisions  of  the  Agreement  require  the  Social 
Security  Agency  to  provide  the  mechanics  of  coverage 
for  the  State  and  its  qualified  political  subdivisions,  to 
collect  and  transmit  employee  and  employer  contribu- 
tions, and  to  act  as  liaison  between  the  State  and  the 
Social  Security  Administration. 

During  the  calendar  year  ended  December  31, 
1983,  tl^e  Social  Security  Agency  remitted 
$593,208,138  in  employee  and  employer  social  securi- 
ty contributions  from  1,216  State  and  local  govern- 
ment coverage  units  for  more  than  501,386  public 
employees  in  North  Carolina. 

Teachers’  and  State  Employees’  Benefit  Trust 
(Benefit  Trust) 

N.C.G.S.  135-5(1);  128-27(1)  and  143-166(.02) 

The  Benefit  Trust  was  established  January  1,  1980, 
after  enabling  legislation  was  enacted  in  the  1979  Ses- 
sion of  the  General  Assembly,  by  the  Board  of  Trustees 
of  the  Teachers’  and  State  Employees’  Retirement 
System.  The  Boards  of  Trustees  of  the  Local  Govern- 
mental Employees’  Retirement  System  and  Law  En- 
forcement Officers’  Retirement  System  elected  to 
become  participating  affiliates  in  the  Trust  at  the  same 
date.  The  purpose  of  the  Benefit  Trust  is  to  provide 
group  life  insurance  benefits  for  members  of  these 
three  retirement  systems.  Formerly,  identical  type 
death  benefits  were  provided  directly  by  these  retire- 
ment systems. 

All  contributions  to  fund  this  benefit  are  paid  by 
State  and  local  governments,  participating  in  one  of 
the  three  retirement  systems,  to  the  Trust  and  held 


Chart  16 

North  Carolina  Teachers’  and  State  Employees’ 
Benefit  Trust 

Year  Ended  December  31,  1984 


Sources  of  Funds 


Applications  of  Funds 


$230,405 

2.4% 
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separate  and  apart  from  any  pension  or  retirement 
funds.  The  funding  method  adopted  for  the  Benefit 
Trust  is  one-year  term  cost. 

Chart  16  graphically  presents  the  distribution  of 
revenues  by  source  and  expenditures  by  purpose.  The 
number  of  deaths  and  amounts  of  benefit  payments, 
according  to  member  group,  during  1983  were: 

Life  Insurance  Payments 
Calandar  Year  1983 

Retirement  System  Membership  Number  of  Payments  Amount 

Teachers’  and  State  Employees’  329  $4,800,585 

Local  Governmental  Employees’  108  1,225,069 

Law  Enforcement  Officers’  17  205,041 

National  Guard  Pension  Plan 
(Guard  Plan) 

N.C.G.S.  127A-49 

The  Guard  Plan  was  transferred  to  the  Department 
of  State  Treasurer  for  payment  of  monthly  benefits  by 
the  1979  Session  of  the  General  Assembly,  effective 
July  1,  1979.  This  Division  pays  allowances  based  on 
the  certification  of  eligibility  of  former  national 
guardsmen  by  the  Secretary  of  the  Department  of 
Crime  Control  and  Public  Safety.  The  payments  of 
benefits  are  funded  by  State  General  Fund  appropria- 
tions by  the  General  Assembly.  As  of  December  1983, 
there  were  524  beneficiaries  in  receipt  of  monthly 
allowances  from  the  Guard  Plan  at  a cost  that  calen- 
dar year  of  $516,132. 

The  1983  Session  of  the  General  Assembly  enacted 
legislation,  effective  July  1,  1983,  creating  a trust  fund 
for  financing  National  Guard  Plan  payments  and  re- 
quiring the  State  Treasurer  to  maintain  the  Plan  on  a 
generally  accepted  actuarial  basis.  Based  on  an  ac- 
tuarial study  after  passage  of  this  legislation,  the  June 
1984  Session  appropriated  $1,717,977  to  begin  ac- 
tuarial reserve  funding. 
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Administrative 
Services  Division 


The  Administrative  Services  Division  provides  sup- 
port services  to  the  State  Treasurer  and  the  three 
operating  divisions.  General  support  services  include 
budget  management,  personnel  management,  and 
purchasing  and  mail  room  operations.  In  addition  to 
general  support,  technical  support  services  are  also 
provided.  These  services  include  data  processing, 
word  processing  and  technical  assistance  for  special 
projects  such  as  cost-benefit  studies,  management 
audits  and  preparation  of  technical  materials. 

Escheat  and  Abandoned  Property  Administration  is 
a small  but  important  operating  function  of  the 
Department.  Because  it  does  not  fit  the  operating  pat- 
terns of  the  other  divisions,  it  operates  as  a section  of 
the  Administrative  Services  Division. 

Table  of  Organization 


Operational  Highlights 

• Net  earnings  on  investments  from  the  Escheat  Fund 
amounted  to  $2,488,304,  which  was  remitted  to  the 
State  Education  Assistance  Authority  to  provide  loans  to 
North  Carolina  students  in  the  State-supported  schools  of 
higher  education. 

• $4,099,380  in  unclaimed  and  abandoned  property 
was  received  from  1,350  holders. 

• A record  $353,333  was  refunded  to  1,516  owners  of 
unclaimed  and  abandoned  property. 


• Unclaimed  and  abandoned  property  audits  were  con- 
ducted on  banks,  credit  unions,  savings  and  loan  associa- 
tions and  Clerks  of  Superior  Court,  resulting  in  the 
receipt  of  over  $750,000  by  the  Escheat  Fund.  The 
audits  also  identified  an  additional  $7,500,000  in  poten- 
tial receipts  and  have  caused  more  than  $1,000,000  to  be 
re-united  with  the  rightful  owners. 

• Two  additional  reciprocal  agreements  with  other  states 
have  been  signed,  bringing  the  total  number  of 
agreements  to  eight. 

• An  operational  audit  was  performed  on  the  North 
Carolina  Public  Employees’  Social  Security  Agency. 

• A feasibility  study  was  completed  and  funding  was  ap- 
proved to  upgrade  equipment  used  in  the  clearing  of 
State  warrants. 

• Teleprocessing  capabilities  were  implemented  to  sup- 
port an  investment  accounting  system  for  the  Investment 
and  Banking  Division. 

Support  Services 

Data  Processing:  The  Data  Processing  Section  pro- 
vides the  centralized  Data  Processing  resources  for  the 
Department’s  needs.  The  Section’s  major  resources 
and  capabilities  are:  (a)  project  development,  in- 
cluding planning,  system  analysis  and  design  and  com- 
puter programming;  (b)  computer  operations  utilizing 
a medium-sized  IBM  computer  system  with  telecom- 
munication features;  and  (c)  a data  entry  staff. 

The  increased  data  stored  by  the  computer  system 
has  enabled  the  Department  to  more  fully  utilize  its 
teleprocessing  capabilities.  The  Department  has  iden- 
tified future  programs  and  enhancements  to  existing 
programs  that  will  provide  better  management  infor- 
mation, and  which  will  improve  many  operational 
functions  within  the  Department.  Major  projects 
under  development  or  recently  implemented  are 
outlined  as  follows: 

Teleprocessing  capabilities  have  been  implemented  to 
support  an  investment  accounting  system  (IAS)  for  the 
Investment  Division.  The  IAS  package  is  being  developed 
by  the  UNI  COLL  Corporation  and  will  provide  a com- 
plete accounting  system  for  the  State’s  investment  port- 
folio. As  part  of  this  accounting  system,  we  will  develop  a 
data  interface  between  the  IAS,  the  State’s  disbursing  ac- 
counts and  the  State’s  budgetary  accounting  system. 

An  evaluation  of  the  warrant  processing  operation  of 
the  Investment  and  Banking  Division  has  identified  the 
need  to  upgrade  the  hardware  and  software  require- 
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merits  necessary  to  provide  adequate  services  to  the  State 
Agencies,  Institutions  and  Universities. 

A very  significant  data  conversion  project  is  underway 
for  the  member  accounts  in  the  Retirement  Division.  The 
conversion  itself  involves  the  transferring  of  a members 
biographical  and  service  retirement  data  from  physical 
files  to  the  automated  datafiles.  The  objective  of  this  pro- 
ject is  to  provide  a ‘free  standing”  informational  data 
base  which  will  eliminate  the  manual  aspects  of 
calculating  retirement  benefits.  To  more  fully  comple- 
ment this  system,  on-line  teleprocessing  functions  have 
been  developed  so  that  member  account  information 
may  be  entered  directly  into  the  computer  by  the  Retire- 
ment Division. 

Completed  projects  for  the  Retirement  Division  now  in 
effect  are:  (a)  the  incorporation  of  four  additional  Retire- 
ment Programs  into  the  retirees’  monthly  benefit  pay- 
ment application,  (b)  the  incorporation  of  the  Law  En- 
forcement Officers’  refund  payments  into  the  weekly 
payment  application,  (c)  more  informative  statements  of 
account  (i.e.  accurate  account  of  members’  service  and 
estimated  benefits)  for  the  Local  Governmental 
Employees’  Retirement  System,  (d)  the  enhancement  of 
the  program  package  that  computes  the  purchase  of  ser- 
vice credits  on  a full  cost  actuarial  basis  for  the  members, 
(e)  the  initial  development  of  an  on-line  teleprocessing 
system  for  subsidiary  posting  and  deposit  advice  for 
employee  and  employer  receipts  and,  f)  the  inclusion  of 
the  processing  of  receipts  for  the  public  employees’  Social 
Security  clearing  operation.  Euture  projects  which  have 
been  requested  during  this  year  because  of  legislation 
that  requires  completion  early  in  the  ‘84-‘85  fiscal  year 
are:  (a)  the  “40 1 K”  deferred  compensation  program,  and 
(b)  the  transferring  of  State  law  enforcement  officers 
from  the  Law  Enforcement  Officers’  Retirement  Pro- 
gram to  the  Teachers’  and  State  Employees’  Retirement 
Program. 

Additional  enhancements  have  been  made  to  the 
automated  batch  processing  system  for  the  Escheat 
Eund.  This  system  performs  accounting  functions  for 
receipts  and  refunds,  and  provides  storage  ofinformation 
on  the  holders  and  original  owners  of  escheated  property 
necessary  for  the  new  reporting  requirements  of  the 
Escheat  Laws. 

An  automated  batch  processing  system  provides  im- 
proved debt  service  information  for  the  Local  Govern- 
ment Division.  This  system  prepares  bond  amortization 
schedules,  monthly  principal  and  interest  statements, 
and  annual  financial  statement  reports.  This  system  is 
presently  being  studied  because  of  bond  issues  that  now 
have  varying  dates  for  interest  and  principal  payments. 

Personnel:  During  the  year  continued  efforts  were 
made  to  improve  the  the  Work  Planning  and  Per- 
formance Review  Program.  This  new  program  is 
designed  to  improve  employee  performance  through 
motivation  and  clarification  of  roles.  To  accomplish 
this,  the  Administrative  Services  Division  has  been 
participating  in  a “pilot  program”  with  selected  super- 
visors to  ensure  the  quality  of  the  new  program  before 
it  is  introduced  department  wide. 

As  part  of  this  Department’s  commitment  to  Equal 
Employment  Opportunity,  achievements  have  been 


made  in  the  Affirmative  Action  Plan.  Approval  of  the 
Plan  was  made  by  the  Affirmative  Action  Division  of 
Office  of  State  Personnel.  The  approval  was  a result  of 
diligent  efforts  made  by  the  Department  to  ensure  that 
there  is  no  discrimination  and  that  the  Department  of 
State  Treasurer  is  an  equal  opportunity  employer.  To 
this  end,  the  Department  has  entered  into  the 
Cooperative  Education  Program,  administered  by  the 
Office  of  State  Personnel  in  an  effort  to  recruit 
students  who  are  members  of  protected  (minority) 
groups  in  professional-related  positions. 

During  the  past  year,  the  Personnel  Section  has 
established  a Supervisory  Skills  Training  Program  im- 
plementation plan  (Interaction  Management).  This 
plan  requires  that  the  Departmental  Personnel  Officer 
be  accredited  by  the  Office  of  State  Personnel  as 
trainer  to  the  Departmental  supervisors.  The  program 
is  being  utilized  to  improve  employee  productivity, 
morale,  public  relations  and  to  enhance  work  plann- 
ing and  performance  review  in  the  Department.  In 
order  to  achieve  these  goals,  it  was  felt  that  the  super- 
visors needed  to  be  effectively  trained  in  the  proper 
methods  on  how  to  manage  and  communicate  with 
employees. 

Word  Processing:  The  Word  Processing  Center 
provides  specialized  services  to  all  divisions  of  the 
Department.  These  services  include  the  following: 

Support  in  the  preparation  of  statistical  reports,  pro- 
cedures, manuals  and  written  communications. 

Technical  assistance  in  the  design  of  new  forms  and 
revised  forms. 

Preparation  of  final  copy  for  printing  of  official 
statements,  bond  and  note  circulars,  brochures,  manuals 
and  forms. 

Coordination  of  all  printing  requests. 

A total  of  72,786  pages  was  prepared  on  the  word 
processing  equipment  with  a total  line  count  of 
1,868,416  during  this  fiscal  year.  The  average  monthly 
line  count  by  quarters  for  the  past  three  years  is  shown 
on  Chart  17. 
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Chart  17 


AVERAGE  MONTHLY  OUTPUT  - 
WORD  PROCESSING  CENTER 
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1981-82  1982-83  1983-84 

Technical  Assistance:  Technical  assistance  was  pro- 
vided to  all  divisions  of  the  Department  as  requested. 
The  major  projects  during  the  year  were; 

Providing  assistance  to  the  Investment  and  Banking 
Division  on  the  design  and  implementation  of  the  new 
Investment  Accounting  System.  During  1983-84,  the 
equity  system  was  put  into  production  and  the  design  of 
the  last  four  modules  was  begun.  (Please  refer  to  page 
18.) 

An  operational  audit  was  performed  on  the  North 
Carolina  Public  Employees’  Social  Security  Agency  at 
the  request  of  the  Division  Director.  The  primary  objec- 
tives were  to  identify  the  changes  which  would  be  re- 
quired in  January  1984  when  the  frequency  of  payment 
to  the  Social  Security  Administration  was  increased  to 
twice  a month.  At  the  same  time  it  was  expected  that  a 
general  review  would  be  made  to  increase  the  overall  ef- 
ficiency of  the  Agency. 

The  ongoing  study  to  upgrade  the  equipment  used  in 
the  clearing  of  warrants  resulted  in  the  completion  of  a 
feasibility  study  and  the  funding  of  the  project  by  the 


General  Assembly.  Bid  specifications  and  instructions 
were  drafted  for  use  in  the  following  year.  (Please  refer  to 
page  19.) 

Other  smaller  projects  were  completed  during  the 
year.  Among  these  projects  were  the  preparation  of  a 
response  on  an  exposure  draft  of  the  National  Council 
on  Governmental  Accounting;  assistance  in  editing 
and  preparation  of  various  reports,  such  as  the  1982-83 
Annual  Report;  and  a rewrite  of  Departmental  pro- 
cedures on  accounting  for  debt  service.  Four  public 
hearings  for  the  adoption  of  rules  were  conducted  dur- 
ing the  year. 

Escheat  and  Abandoned 
Property  Administration 

The  State  Treasurer  has  been  the  custodian  of  the 
Escheat  Fund  since  July  1,  1971. 

The  term  “escheat”  as  it  pertains  to  this  Fund  is 
often  a misnomer  since  it  generally  applies  to  property 
that  reverts  to  the  State  from  the  estate  of  a person 
who  has  died  with  no  heirs.  Although  this  does  happen 
occasionally,  the  majority  of  the  money  received  by 
the  Fund  is  sirriply  unclaimed  and  abandoned  by  the 
owners,  who  are  still  living.  Therefore,  a more 
descriptive  name  would  be  the  Unclaimed  and  Aban- 
doned Property  Fund. 

The  Fund  is  comprised  of  monies  transferred  to  the 
State  from  financial  institutions,  businesses,  corpora- 
tions, agencies,  etc.,  which  would  have  been  paid  to 
rightful  owners  if  they  could  have  been  located.  The 
State  maintains  custody  of  the  monies  and  invests  the 
monies  until  the  rightful  owner  is  located  and  makes  a 
valid  claim.  The  interest  earned  on  the  money  is  paid 
annually  to  the  State  Education  Assistance  Authority. 
During  the  year  1983-84  the  Escheat  Fund  earned 
$2,488,304  which  was  made  available  to  the  State 
Education  Assistance  Authority  for  loans  to  worthy 
and  needy  North  Carolina  students  attending  North 
Carolina  institutions  of  higher  learning. 

During  this  fiscal  year,  these  unclaimed  and  aban- 
doned funds  amounted  to  $4,099,344  (Chart  18). 
Refunds  have  also  increased  every  year,  both  because 
of  the  increases  in  amounts  escheated  and  because  of 
increased  public  awareness  that  such  property  can  be 
reclaimed.  During  the  year  an  all-time  high  of 
$353,402  was  refunded  to  the  rightful  owners.  A pilot 
project  is  planned  which  would  utilize  a staff 
employee  to  serve  as  an  unclaimed  property  in- 
vestigator in  order  to  locate  the  rightful  owners. 

Unclaimed  and  abandoned  property  already  re- 
ceived by  the  Escheat  Fund  is  believed  to  be  only  a 
small  portion  of  the  property  which  should  be 
recovered.  This  awareness  is  coming  into  sharper  focus 
as  states  across  the  nation  continue  to  expand  their 
unclaimed  and  abandoned  property  operations.  In 
order  to  overcome  this  problem,  the  North  Carolina 
Escheat  Fund  is  making  a diligent  effort  to  broaden  its 
scope  of  operations.  A great  deal  of  work  has  been 
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done,  and  will  continue  to  be  done,  to  increase  the 
public  awareness  of  the  escheat  laws,  and  to  insure 
that,  when  possible,  unclaimed  and  abandoned  pro- 
perty is  returned  to  the  rightful  owner. 

During  the  year  the  one  escheat  auditor  presently 
authorized  for  the  Fund  conducted  or  coordinated  fif- 
teen audits.  These  included  audits  on  six  Clerks  of 
Superior  Court,  four  national  banks,  three  State 
chartered  banks,  one  credit  union  and  one  savings  and 
loan  institution.  The  audits  revealed  approximately 
seven  and  one-half  million  dollars  which  was  poten- 
tially escheatable,  $750,000  of  which  has  already  been 
remitted  to  this  Department  and  one  million  dollars 
which  has  been  reunited  with  the  rightful  owners.  The 
audit  program  is  considered  to  be  extremely  successful 
in  terms  not  only  of  monies  recovered,  but  in  terms  of 
the  holders  being  more  aware  of  the  abandoned  and 
unclaimed  property  laws  in  North  Carolina.  The  suc- 
cess of  the  audit  program  makes  it  necessary  to  expand 
audits  in  other  areas,  especially  the  insurance  in- 
dustry. The  need  of  expansion  of  the  audit  staff  is 
essential,  and  will  be  a priority  of  the  Escheat  Fund. 

During  the  year,  the  Escheat  Fund  held  two  public 
auctions  of  real  estate.  In  Jackson  County,  $3,500  was 
received  for  land  and  in  Caldwell  County,  $10,550 
was  received  for  land.  These  auctions  were  a result  of 
owners  dying  intestate  and  no  heirs  being  located.  In 
addition  a complete  inventory  was  taken  of  contents  of 
safe-deposit  boxes  from  banks  where  owners  had  pas*^ 
due  box  rental  but  could  not  be  located  and  the  con- 
tents therefore  escheated.  As  a result,  the  Escheat 
Fund  held  its  third  public  auction  of  personal  property 
on  September  29,  1984. 

The  Escheat  Fund  can  now  retrieve  records  of 
holders  alphabetically,  categorically  and  numerically. 
Records  of  owners  may  be  retrieved  by  holder,  by 
location  and  alphabetically.  This  will  allow  the 
Escheat  Fund  greater  accessibility  to  account  informa- 
tion, as  well  as  enable  the  Fund  to  do  a comparative 
analysis  of  holders  who  report  or  fail  to  report 
escheated  property.  The  next  project  will  be  to  have  an 
a on-line  computer  capability. 

North  Carolina  again  participated  actively  in  the 
National  Association  of  Unclaimed  Property  Ad- 
ministrators Association  (NAUPA)  in  1983-84.  Par- 
ticipation in  this  national  organization  offered  our 
State  a source  of  information  from  contacts  with 
thirty-eight  (38)  other  abandoned  property  offices. 
Because  of  the  interstate  character  of  abandoned  pro- 
perty it  is  absolutely  essential  to  maintain  these  con- 
tacts. North  Carolina  has  been  represented  on  the  Ex- 
ecutive Committee  of  NAUPA  for  the  past  two  years 
and  has  used  this  position  to  voice  its  views  on 
unclaimed  property  matters  in  a national  forum. 

In  a continuing  effort  to  assist  holders  of  unclaimed 
and  abandoned  property  in  North  Carolina  with  the 
reporting  required  for  other  states.  North  Carolina 
entered  into  reciprocal  agreements  with  Massachusetts 


and  Rhode  Island.  This  brings  the  total  number  of 
reciprocal  agreements  to  eight.  During  the  past  year 
$12,527.19  was  refunded  and  $19,286.22  was  received 
through  the  reciprocal  agreements. 

The  Escheat  Fund  will  continue  to  negotiate 
reciprocal  agreements  with  other  States. 

Chart  18 

Escheats  and  Abandoned  Property 
by  Source 

Year  Ended  June  30,  1984 


Estates  and  trusts 

$ 152,215 

Clerks  of  State  courts 

686,209 

State  and  federal  banks 

1,535,967 

Savings  and  loan  associations. 

credit  unions  and  associations 

272,694 

Insurance  companies 

300,318 

Public  utilities,  membership  corporations 

229,115 

State  and  governmental  agencies 

522,995 

Other  businesses 

399,831 

Total  funds  escheated  during  year 

$4,099,344 
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N.  C.  DEPARTMENT  OF  STATE  TREASURER 
COMBINED  BALANCE  SHEET  -- 
ALL  DEPARTMENTAL  FUND  TYPES  AND  ACCOUNT  GROUPS 

June  30,  1984 


Governmental 
Fund  Type 

General  Fund 
(Departmental) 


Cash  in  Bank  $ 

Deposits  - Intradepartment  32,890 

Accounts  Receivable  - Interdepartment  14,040 

Accounts  Receivable  - Local  Government  43,902 

Accounts  Receivable  - Contributions 

Accounts  Receivable  - Other  756 

Accrued  interest  receivable 
Accrued  dividends  receivable 

Inventories  15,885 

Investments 

Fixed  Assets  

Total  Assets  $107 ,473 


LIABILITIES  TO  FUND  EQUITY 

Accounts  Payable  - Intradepartment  $ 

Liabilities 

Deposits  - Intradepartment 
Deposits  - Interdepartment 
Deposits  - Local  Government 


Accounts  Payable  - Federal  Government 


Accounts  Payable  - Interdepartment  13,498 

Accounts  Payable  - Other  134,894 

Accrued  Expenses  8,138 

Deferred  Income  36,563 

Undistributed  Income 

Transactions  in  Process  

Total  Liabilities  $193,093 


Fund  Equity 

Investment  in  Eixed  Assets  $ 

Eund  Balance 

^ Reserved  for  Trust  Beneficiaries 

Reserved  for  Inventories  15,885 

Reserved  for  Encumbrances  32,890 

Unreserved  (134,395) 

Total  Fund  Balance  $ (85,620) 

Total  Fund  Equity  $ (85,620) 

Total  Liabilities  and  Eund  Equity  $107,473 


The  accompanying  Notes  to  the  Financial  Statements  are  an  integral  part  of  this  statement. 

Editorial  Note:  In  accordance  with  generally  accepted  accounting  principles,  the  asset  and  the  liability  for 
deposits  of  the  various  departmental  funds  with  the  State  Treasurer  are  both  shown.  This 
results  in  a double  counting  of  these  assets  and  liabilities. 
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Exhibit  A 


Expendable 

r luuciary  r uiia  i ypes 

Pooled  Investment 

Fixed  Asset 

Account  Group 

Memorandum  Only 

Trust  Funds 

Pension  Funds 

Fund 

(Departmental) 

Total 

$ 

$ 

$ 56,020,956 

$ 

$ 56,020,956 

66,780,181 

7,618,532,421 

7,685,345,492 

305,965 

320,005 

43,902 

3,243,490 

59,136,527 

62,380,017 

313,338 

82,087 

396,181 

194,983,345 

194,983,345 

6,377,935 

6,377,935 

15,885 

9,155,165,051 

9,155,165,051 

1,280,014 

1,280,014 

$70,642,974 

$7,677,751,035 

$9,412,547,287 

$1,280,014 

$17,162,328,783 

$ 

$ 25,724 

$ 

$ 

$ 25,724 

7,600,039,048 

7,600,039,048 

1,695,595,792 

1,695,595,792 

7,138,484 

7,138,484 

1,215,500 

1,215,500 

2,489,079 

2,502,577 

956,242 

300,687 

475,373 

1,867,196 

8,138 

1,070,343 

1,106,906 

105,562,263 

105,562,263 

2,665,984 

2,665,984 

$ 4,660,821 

$ 326,411 

$9,412,547,287 

$ 

$ 9,417,727,612 

$ 

$ 

$ 

$1,280,014 

$ 1,280,014 

65,982,153 

7,677,424,624 

7,743,406,777 

15,885 

32,890 

(134,395) 


$65,982,153 

$7,677,424,624 

$ 

$ 

$ 7,743,321,157 

$65,982,153 

$7,677,424,624 

$ 

$1,280,014 

$ 7,744,601,171 

$70,642,974 

$7,677,751,035 

$9,412,547,287 

$1,280,014 

$17,162,328,783 
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N.  C.  DEPARTMENT  OF  STATE  TREASURER 
COMRINED  STATEMENT  OF  REVENUES,  EXPENDITURES 
AND  CHANGES  IN  FUND  BALANCE 
ALL  DEPARTMENTAL  FUND  TYPES 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1984 


Revenues 

Investment  income 
Contributions  (Employer/Employee) 

Court  fees 

Current  year’s  escheats 
Service  Charges  - Other 
Service  Charges  - Interdepartment 
Income  tax  check-off 
Miscellaneous 

Total  Revenues 

Expenditures 

Current  Administration 
General 
Escheats 

Investment  and  Banking 
State  and  Local  Government  Einance 
Retirement  Systems 
Retirement  and  Other  Benefits  Paid 
Refunds 

Payments  to  Political  Parties 

Interest  paid  to  other  governmental  units 

Total  Expenditures 
Revenues  over  (under)  expenditures 

Other  financing  sources  (uses) 

Appropriations 
Intradepartmental  transfers 
Appropriations 
Investment  income  allocated 
Departmental  budgetary  expenses 
Interdepartmental  transfers 
Investment  income  allocated 
Other 

Revenues  and  other  financing  sources  over  (under) 
expenditures  and  other  financing  uses 
Fund  Balance,  June  30,  1983 
Adjusted  reserve  for  related  assets 
Fund  Balance,  June  30,  1984 


Governmental 
Fund  Type 
General  Fund 
(Departmental) 


$ 


240,648 

900 

500 

$ 242,048 


$ 462,977 

114,420 
1,688,383 
816,178 
2,956,754 
1,825,652 


$ 7,864,364 

$(7,622,316) 

9,508,376 

(6,943,200) 

4,845,748 


145,032 


$ (66,360) 

(14,054) 
(5,206) 

$ (85,620) 


The  accompanying  Notes  to  the  Financial  Statements  are  an  integral  part  of  this  Statement. 
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Exhibit  B 


Fiduciary  Fund  Types 

Expendable 


Trust  Funds  Pension  Funds 


$ 2,495 

35,087,570 

380,868 

4,099,344 

$ 

627,833,856 

1,895,417 

505,208 

3,906 

$40,079,391 

866,525 
$ 630,595,798 

$ 

2,850 

$ 

30,635,047 

354,106 

686,963 

325,549,133 

57,144,641 

$31,678,966 

$ 8,400,425 

$ 382,693,774 

$ 247,902,024 

5,589,869 

(441,141) 

6,943,200 

689,554,269 

(2,842,665) 

(2,488,304) 

$11,060,849 

54,921,304 

$ 941,556,828 
6,735,867,796 

$65,982,153 

$7,677,424,624 

Pooled  Investments 

Fund 

Memorandum  Only 
Total 

$854,017,296 

$ 854,019,791 
662,921,426 
2,276,285 
4,099,344 
240,648 
900 
505,208 
870,931 

$854,017,296 

$1,524,934,533 

$ 

$ 462,977 

114,420 
1,691,233 
816,178 
2,956,754 
358,009,832 
57,498,747 
686,963 

666,732 

666,732 

$ 666,732 

$ 422,903,836 

$853,350,564 

$1,102,030,697 

9,508,376 

(695,144,138) 

— 

(1,561,942) 

— 

(156,644,484) 

(156,644,484) 

(2,343,272) 

$ - 

$ 952,551,317 

— 

6,790,775,046 

(5,206) 

$ - 

$7,743,321,157 
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Exhibit  C 


N.  C.  DEPARTMENT  OF  STATE  TREASURER 
COMRINED  STATEMENT  OF  DEPARTMENTAL  REVENUES  AND  EXPENDITURES  - 

BUDGET  AND  ACTUAL 
GENERAL  FUND  (Departmental  Activities  Only) 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1984 


Budget 

Actual 

Variance 

Favorable 

(Unfavorable) 

Departmental  Expenditures 

Current  Administration 

General  Administration 

$ 494,886 

$ 482,161 

$ 12,725 

Escheat  Fund  Administration 

136,830 

123,933 

12,897 

Word  Processing 

170,555 

154,426 

16,129 

Data  Processing 

939,215 

857,118 

82,097 

Investment  & Banking  Operations 

1,847,382 

1,669,159 

178,223 

Local  Government  Operations 

892,945 

816,370 

76,575 

Retirement  Operations 

3,285,470 

3,160,200 

125,270 

Special  Pensions  and  Benefits 

1,835,552 

1,835,552 

— 

Intrafund  Transfers 

6,933,300 

6,933,300 

— 

Total  Departmental  Expenditures 

$16,536,135 

$16,032,219 

$503,916 

Departmental  Receipts 

Current  Administration 

General  Administration 

$ 222,044 

$ 278,400 

$ 56,356 

Escheat  Fund  Administration 

136,830 

123,933 

(12,897) 

Word  Processing 

170,555 

154,426 

(16,129) 

Data  Processing 

939,215 

857,118 

(82,097) 

Investment  & Banking  Operations 

1,847,382 

1,669,137 

(178,245) 

Local  Government  Operations 

182,545 

280,628 

98,083 

Retirement  Operations 

3,285,470 

3,160,200 

(125,270) 

Total  Departmental  Receipts 

$ 6,784,041 

$ 6,523,842 

$(260,199) 

Appropriation 

$ 9,752,094 

$ 9,508,377 

$ 243,717 

The  accompanying  Notes  to  the  Financial  Statements  are  an  integral  part  of  this  Statement. 
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N.  C.  DEPARTMENT  OF  STATE  TREASURER 
NOTES  TO  THE  FINANCIAL  STATEMENTS 
JUNE  30,  1984 


Exhibit  D 


1 . Principles  of  Presentation 

These  statements  include  all  operations  of  funds  administered  by  the  Department  of  State  Treasurer.  They  do 
not  reflect,  nor  are  they  intended  to  reflect  the  financial  statements  of  the  State  of  North  Carolina.  These 
operations  are  broken  down  by  type  of  fund  as  follows: 

A.  Governmental  Fund  Types  - Departmental  Operations  Only 

General  Fund  - The  operations  shown  include  all  administrative  expenses  and  offsetting  revenues  in 
budget  code  13410  and  the  pension  and  welfare  benefits  and  transfers  to  retirement  systems  in  budget 
codes  13412  (Special  Pensions'and  Benefits)  and  13414  (Local  Portion  for  LEO). 

B.  Fiduciary  Fund  Types 

Expendable  Trust  Funds  - Includes  ten  trust  funds  w'hose  corpus  and  income  are  restricted  by  law 
to  expenditures  necessary  to  carry  out  the  funds’  purpose.  These  trust  funds  are: 

N.  C.  Disability  Fund  (Budget  Code  63421) 

Social  Security  Agency  (Budget  Code  63411) 

Teachers’  and  State  Employees’  Benefit  Fund  (Budget  Code  63429) 

Election  Campaign  Fund  (Budget  Code  63414) 

Escheat  Fund  (Budget  Code  63412) 

Assurance  of  Land  Title  Fund  (Budget  Code  63415) 

Legislative  Retirement  Fund  (Budget  Code  63422) 

Absentee  Insurance  Fund  (Budget  Code  63416) 

Presidential  Election  Year  Campaign  Fund  (Budget  Code  63418) 

Pine  Mountain  Lot  Purchase  Fund  (Budget  Code  63419) 

Pension  Funds  — Includes  seven  retirement  trust  funds: 

Teachers’  and  State  Employees’  Retirement  System  (Budget  Code  63423) 

Local  Governmental  Employees’  Retirement  System  (Budget  Code  63426) 

Law  Enforcement  Officers’  Benefit  and  Retirement  Fund  (Budget  Code  63424) 

Uniform  Judicial  Retirement  System  (Budget  Code  63425) 

Uniform  Clerks  of  Superior  Court  Retirement  System  (Budget  Code  63428) 

Uniform  Solicitorial  Retirement  System  (Budget  Code  63427) 

N.  C.  National  Guard  Pension  Fund  (Budget  Code  63430) 

Investment  Pools  — Includes  within  a single  fund  the  five  investment  pools  established  by  the  State 
Treasurer  for  the  investment  of  all  moneys  deposited  in  the  State  Treasurer,  whether  State  moneys  or 
moneys  voluntarily  deposited  for  investment  purposes  only.  The  five  investment  pools  are: 

Short-term  Investment  Fund  - to  provide  for  State  moneys  generally  and  all  other  funds  required  to  be 
deposited  with  the  State  Treasurer. 

Liquid  Asset  Fund  - to  provide  for  the  investment  of  moneys  voluntarily  deposited  with  the  State 
Treasurer  for  investment  only. 

Long-term  Investment  Fund  - to  provide  investments  in  intermediate  and  long-term  treasury,  agency 
and  corporate  bonds  for  the  pension  trust  funds  and  certain  large  expendable  trust  funds. 
Equity  Investment  Funds  - to  provide  investments  in  equity  securities  for  the  pension  trust  funds. 
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The  Real  Estate  Investment  Fund  — to  provide  investments  on  behalf  of  the  pension  funds  in  real 
estate  through  trusts  administered  by  third  party  professionals. 

C.  Fixed  Assets  - The  Fixed  Asset  Account  Group  is  a self-balancing  set  of  accounts  to  record  the  steward- 
ship of  the  Department  for  the  furniture  and  equipment  bought  and  used  in  the  Department. 

The  financial  statements  are  presented  in  accordance  with  the  Statements  of  the  National  Council  on  Govern- 
mental Accounting,  with  the  following  changes:  (1)  The  Statement  of  Revenues,  Expenditures  and  Changes  in 
Fund  Balance  include  all  Governmental  Funds  and  Fiduciary  Funds  for  the  Department  since  there  is  no  prac- 
tical difference  in  the  basis  of  accounting  or  presentation  between  any  of  the  funds,  and  (2)  no  separate  Statement 
of  Changes  in  Working  Capital  is  shown  for  the  fiduciary  funds  since  all  changes  in  working  capital  are  included 
in  the  Statement  of  Revenue,  Expenses  and  Fund  Balances. 

2.  Summary  of  Significant  Accounting  Policies 

A.  Basis  of  Accounting  - Governmental  and  expendable  trusts  are  accounted  for  on  the  cash  basis  of  accoun- 
ting during  the  year.  At  year  end,  necessary  adjusting  journal  entries  are  made  to  change  the  basis  of  ac- 
counting to  the  modified  accrual  basis,  which  is  the  basis  on  which  the  funds  are  reported  in  these  finan- 
cial statements.  Under  the  modified  accrual  basis  of  accounting,  revenues  are  recognized  when  both 
measurable  and  available  to  pay  current-period  liabilities.  Expenditures  are  recognized  on  the  accrual 
basis  except  that  purchases  of  supplies  for  inventory  are  recognized  as  expenditures  in  the  period  in 
which  the  supplies  were  received. 

Pension  trust  funds  and  investment  pools  are  accounted  for  on  the  accrual  basis  of  accounting.  Under  the 
accrual  basis  of  accounting,  revenues  are  recognized  when  earned  and  expenditures  when  incurred. 

B.  Budgetary  Control  - Budgetary  control  is  exercised  only  over  the  operations  accounted  for  by  the 
Department  in  the  General  Fund.  The  budget  as  shown  in  the  statements  is  the  budget  as  adopted  by  the 
General  Assembly  and  as  modified  in  accordance  with  established  statutory  procedures.  All  appropria- 
tions lapsed  at  the  end  of  the  year  except  an  appropriation  of  $32,890  for  the  purchase  of  equipment 
which  was  carried  forward  to  the  next  fiscal  year. 

C.  Investments  -Investments  are  accounted  for  on  the  accrual  basis  and  are  reported  at  book  value.  Book 
value  is  equivalent  to  the  original  purchase  cost  adjusted  for  the  amortization  of  premium  or  discount  on 
the  scientific  method. 

From  time  to  time,  bonds  held  are  exchanged  with  a broker  for  other  bonds  offered  by  the  broker.  All  ex- 
changes are  on  a par-for-par  basis  and  result  in  either  an  improvement  in  yield  or  an  improvement  in 
quality  or  both.  Exchanges  are  considered  to  be  non-market  transactions  because  of  their  overall  size  in 
relation  to  the  normal  lots  of  the  securities  sold  in  the  marketplace  and  because  of  the  lack  of  an  ap- 
propriate basis  of  estimating  an  equivalent  market  price.  Because  of  these  two  conditions,  exchanges  are 
accounted  for  as  nonmonetary  transactions  under  APB  Opinion  29. 

D.  Inventories  - Inventories  consist  solely  of  postage  and  supplies  and  are  recorded  at  estimated  actual  costs. 

E.  Fixed  Assets  - Fixed  assets  are  recorded  at  acquisition  costs  and  includes  only  those  assets  purchased  by 
the  Department  and  currently  in  service  in  the  Department.  Since  all  assets  are  acquired  through  the 
General  Fund  and  used  in  General  Fund  operations,  no  depreciation  is  recognized. 

F.  Trust  Fund  Assets  and  Equity  - Assets  of  trust  funds  are  maintained  at  cost.  The  net  assets  of  each  trust 
fund  are  held  solely  for  the  benefit  of  the  lawful  beneficiaries  of  the  trust  funds.  Net  assets  of  trust  funds 
are  shown  in  the  financial  statements  as  fund  balance  reserved  for  trust  beneficiaries. 
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G.  Intradepartmental  Transfers/Payables/ Receivables  - Intradepartmental  transfers  within  the  Depart- 
ment are  shown  in  a manner  which  results  in  the  net  amount  being  shown  in  the  Total  (Memorandum 
Only)  column.  Some  of  the  major  elements  of  interfund  transfers  are: 

Transfers  of  appropriations  from  the  General  Fund  to  certain  Pension  Trust  Funds  in  lieu  of  employer 
contributions  which  would  otherwise  be  required. 

Reallocations  of  investment  income  to  funds  permitted  by  law  to  share  in  the  investment  earnings.  Allo- 
cations are  made  pro  rata  based  on  the  amounts  of  each  fund  available  for  investment. 

Intradepartmental  management  charges  from  trust  funds  to  the  General  Fund.  All  administrative 
operations  are  accounted  for  in  the  General  Fund.  Each  trust  fund  benefiting  from  the  administration 
is  charged  its  calculated  share  of  the  administrative  costs. 

Intradepartmental  receivables  and  payables  are  deposited  with  the  State  Treasurer  by  the  various  funds. 
They  are  shown  in  the  Combined  Balance  Sheet  in  accordance  with  GAAP  which  results  in  a double 
counting  of  these  assets  and  liabilities  in  the  Total  (Memorandum  Only)  column. 

H.  Vacation  and  Sick  Pay  - Vacation  and  sick  pay  are  recorded  as  expenditures  only  when  taken  (or  paid  in 
the  case  of  vacation  pay  of  retiring  or  terminating  employees) . 

3.  Reconciliation  of  Budgetary  Basis  and  GAAP  Basis 

The  Combined  Statement  of  Revenues  and  Expenditures  - Budget  and  Actual  for  the  General  Fund  presents 
the  comparisons  of  the  legally  adopted  budget  with  actual  data  recorded  on  the  budgetary  basis.  Since  there 
are  substantial  differences  between  the  budgetary  basis  of  accounting  and  the  GAAP  basis  of  accounting,  the 
following  provides  the  reconciliation  between  the  two  basis  of  accounting: 


Per  budgetary  basis,  June  30,  1984 
Eliminate  refunds  of  expenditures  from  both 
expenditures  and  receipts 

Eliminate  carry  forwards  from  receipts  and  expenditures 
Reclassify  certain  items  to  Interfund  Transfers 
Net  change  in  accruals  at  beginning  and  end  of  year 
Per  GAAP  basis,  June  30,  1984 


Revenues 

$6,523,842 

(1,274,668) 
(11,376) 
(4,845,788) 
(149,962) 
$ 242,048 


Expenditures 

$16,032,219 

(1,274,668) 

(32,890) 

(6,943,200) 

82,903 

$7,864,364 


There  were  no  expenditures  in  excess  of  appropriations  in  a budget  during  the  year. 

4.  Vacation  and  Sick  Leave 

The  agency,  in  accordance  with  State  policy,  records  the  cost  of  vacation  and  sick  leave  when  taken  and  paid 
rather  than  when  the  leave  is  earned.  State  policy  provides  for  a maximum  accumulation  of  unused  vacation 
leave  of  30  days  which  can  be  carried  forward  each  January  1st  or  for  which  an  employee  can  be  paid  upon 
termination  of  employment  with  the  State.  Under  this  policy,  the  accumulated  vacation  leave  for  each 
employee  at  each  June  30th  would  equal  the  leave  carried  forward  at  the  previous  December  31  plus  the  leave 
earned  and  less  the  leave  taken  between  January  1 and  June  30.  The  accumulation  of  unused  sick  leave  earn- 
ed is  unlimited,  but  the  employee  cannot  be  compensated  for  any  unused  sick  leave  upon  termination  of 
employment.  Consequently,  at  June  30,  1984  the  department  had  an  actual,  but  unrecorded,  liability  for 
unused  vacation  leave  in  the  amount  of  $237,179  and  a contingent  liability  for  the  unused  sick  leave  in  the 
amount  of  $715,830. 
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5.  General  Fund  - Departmental  Deficit 

The  data  shown  for  the  General  Fund  in  the  financial  statements  is  only  that  part  of  the  General  Fund 
operated  through  the  Department.  The  deficit  shown  is  the  accumulated  difference  in  accruals  between  the 
budgetary  basis  and  the  GAAP  basis.  On  the  budgetary  basis,  there  is  zero  fund  balance  for  the  Department. 

6.  Investments  The  following  schedule  shows  the  distribution  of  securities  by  security  type  within  investment 
fund  at  June  30,  1984  (in  millions  of  dollars): 


Security  Type 

Liquid 

Assets 

Fund 

Short-term 

Investment 

Fund 

Long-term 

Investment 

Fund 

Equity 

Investment 

Fund 

Real 

Estate 

Investment 

Fund 

Total 

% of 
Total 

Repurchase  Agreements 

$10.8 

$ 15.6 

$ 

$ 

$ 

$ 26.4 

.3% 

Gertificates  of  Deposit 

184.7 

184.7 

2.0 

Bankers’  Acceptances 

19.1 

19.1 

.2 

Gommercial  Paper 

9.9 

9.9 

.1 

Treasury  Bills  and  Agency 

Discount  Notes 

61.7 

61.7 

.7 

Treasury  and  Agency  Notes  and  Bonds 

1,588.2 

1,228.4 

2,816.6 

30.8 

Gorporate  Bonds 

4,084.8 

4,084.8 

44.6 

Mortgage-based  Securities 

GNMA* 

430.5 

430.5 

4.7 

NIGMIG** 

59.2 

59.2 

.6 

Other  Guaranteed 

15.6 

15.6 

.2 

Long-term  Gertificates  of  Deposit 

1.2 

1.2 

— 

Equity  Securities 

1,369.1 

1,369.1 

15.0 

Real  Estate  Investments 

76.4 

76.4 

.8 

Total  Investments 

$10.8 

$1,879.2 

$5,819.7 

$1,369.1 

$76.4 

$9,155.2 

100.0% 

Percent  of  Total 

.1 

20.5 

63.6 

15.0 

.8 

100.0 

Notes: 

*At  least  50%  of  the  mortgages  securing  these  certificates  are  from  North  Garolina  and  are  serviced  by  North 
Garolina  Mortgage  service  companies. 

**A11  of  the  mortgages  securing  these  bonds  are  from  North  Garolina. 
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7,  Investment  Fund  Participation 


The  following  schedule  shows  the  distribution  of  participant  ownership  in  the  investment  funds  operated  by 


the  State  Treasurer  at  June  30, 

1984: 

Real 

(In  millions  of  dollars) 

Liquid 

Short-term 

Long-term 

Equity 

Estate 

Assets 

Investment 

Investment 

Investment 

Investment 

Participant  Type 

Fund 

Fund 

Fund 

Fund 

Fund 

Total 

Department  of  State  Treasurer 

Expendable  Trust  Funds 

$ 

$ 7.1 

$ 57.9 

$ 

$ 

$ 65.0 

Pension  Trust  Funds 

26.1 

5,855.6 

1,578.6 

74.8 

7,535.1 

Total  Intradepartmental 

33.2 

5,913.5 

1,578.6 

74.8 

7,600.1 

General  Fund 

1,079.1 

1,079.1 

Highway  Fund 

353.7 

353.7 

University  Funds 

88.8 

88.8 

Other  State  Funds 

3.9 

138.0 

25.1 

6.7 

.3 

174.0 

Units  of  Local  Government 

6.9 

.2 

7.1 

Total 

$10.8 

$1,693.0 

$5,938.6 

$1,585.3 

$75.1 

$9,302.8 

8.  Fixed  Assets 

The  breakdown  by  type  of  fixed  assets  at  book  value  and  the  changes  in 

Eixed  Assets  during  the  year  are: 

Beginning 

Ending 

Balance 

Acquisitions 

Retirements 

Balance 

Office  Furniture  and  Equipment 

$ 

523,244 

$28,227 

$726 

$ 550,745 

Data  Processing  Equipment 

670,530 

58,739 

— 

729,269 

Total  Eixed  Assets 

$1,193,774 

$86,966 

$726 

$1,280,014 

No  depreciation  has  been  recorded  on  any  fixed  asset. 

9,  Pensions 

All  full-time  permanent  personnel  in  the  Department  are  members  of  the  Teachers’  and  State  Employees’ 
Retirement  System.  Total  pension  expense  cost  recorded  during  the  year  was  $373,940.46.  Information  on 
the  Retirement  System  may  be  found  in  the  annual  report  of  the  Department. 
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N.  C.  DEPARTMENT  OF  STATE  TREASURER 
COMRINING  BALANCE  SHEET  - 
DEPARTMENTAL  EXPENDABLE  TRUST  FUNDS 

JUNE  30,  1984 


N.  C. 

Teachers’ 
and  State 

Public 

Employees’ 

Escheat 

Disability 

Employees’ 

Social  Sec. 

ASSETS 

Fund 

Fund 

Benefit  Fund 

Agency  Fund 

Deposits  - Intradepartment 

$30,437,534 

$9,496,975 

$25,479,744 

$1,234,087 

Aeeounts  Receivable  - Interdepartmental 

Accounts  Receivable  - Contributions 
Accounts  Receivable  - Other 

288,666 

3,243,490 

24,672 

Total  Assets 

$30,437,534 

$9,785,641 

$28,747,906 

$1,234,087 

LIABILITIES  AND  FUND  EQUITY 

Liabilities 

Accounts  Payable  - Federal  Government 
Accounts  payable  - Interdepartment 
Accounts  Payable  - Other 

$ 

2,488,304 

$ 

775 

22,132 

$ 

934,110 

$1,215,500 

Total  Liabilities 

2,488,304 

22,907 

934,110 

1,215,500 

Fund  Equity 

Fund  Balance 

Reserved  for  Trust  Beneficiaries 

27,949,230 

9,762,734 

27,813,796 

18,587 

Total  Liabilities  and  Fund  Equity 

$30,437,534 

$9,785,641 

$28,747,906 

$1,234,087 
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Schedule  1 


Legislative 

Retirement 

Fund 

Election 

Campaign 

Fund 

Assurance 
of  Land 

Title 

Fund 

Absentee 

Insurance 

Fund 

Presidential 
Election  Year 
Campaign 

Fund 

Pine  Mountain 
Lakes  Lot 
Purchase 

Fund 

Total 

Expendable 

Trust 

Fund 

$41,079 

$ 5,811 
305,965 

$19,956 

$54,562 

$2,678 

$7,755 

$66,780,181 

305,965 

3,243,490 

313,338 

$41,079 

$311,776 

$19,956 

$54,562 

$2,678 

$7,755 

$70,642,974 

$ 

$ 

$ 

$ 

$ 

$ 

$ 1,215,500 
2,489,079 
956,242 

— 

— 

— 

— 

— 

— 

4,660,821 

41,079 

$41,079 

311,776 

$311,776 

19,956 

$19,956 

54,562 

$54,562 

2,678 

$2,678 

7,755 

$7,755 

65,982,153 

$70,642,974 
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N.  C.  DEPARTMENT  OF  STATE  TREASURER 
COMRINING  STATEMENT  OF  REVENUES,  EXPENDITURES 
AND  CHANGES  IN  FUND  BALANCE  -- 
DEPARTMENTAL  EXPENDABLE  TRUST  FUNDS 
FOR  FISCAL  YEAR  ENDED  JUNE  30,  1984 


N.  C. 
Disability 

Fund 

Teachers’ 
and  State 
Employees’ 
Benefit  Fund 

Escheat 

Fund 

Public 
Employees’ 
Social.  Sec. 
Agency  Fund 

Revenues 

Investment  Income 

Contributions  (Employer/Employee) 

Court  Fees 

Current  Year’s  Escheats 

Income  Tax  Check-off 

Miscellaneous 

to 

00 

CD 

$ 

34,992,865 

380,868 

$ 2,495 

4,099,344 

3,290 

$ 

Total  Revenues 

289 

35,373,733 

4,105,129 

— 

Expenditures 

Administrations  - Investment  & Banking 
Benefits  Paid 

Refunds 

Grants  to  Politicial  Parties 

2,597,030 

27,939,817 

353,402 

Total  Expenditures 

2,597,030 

27,939,817 

353,402 

— 

Revenues  over  (under)  Expenditures 

(2,596,741) 

7,433,916 

3,751,727 

— 

Other  financing  sources  (uses) 
Intradepartmental  transfers 

Allocated  Investment  Income 
Departmental  Budgetary  Expenses 
Other 

Interdepartment  Transfers 

Other 

1,020,235 

(144,825) 

1,778,887 

(39,200) 

2,609,640 

(123,933) 

(2,488,304) 

132,583 

(132,583) 

Revenues  and  other  financing  sources  over 
expenditures  and  other  financing  uses 
Eund  Balance:  July  1,  1983 

Fund  Balance:  June  30,  1984 

(1,721,331) 
11,484,065 
$ 9,762,734 

9,173,603 

18,640,193 

$27,813,796 

3,749,130 

24,200,100 

$27,949,230 

18,587 
$ 18,587 
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Schedule  2 


Election 

Campaign 

Fund 

Assurance 
of  Land 

Title 

Fund 

Absentee 

Insurance 

Fund 

Presidential 
Election  Year 
Campaign 

Fund 

Pine  Mountain 
Lakes  Lot 
Purchase 

Fund 

Legislative 

Retirement 

Fund 

Total 

Expendable 

Trust 

Fund 

$ 

505,208 

$ 

151 

$ 

176 

$ 

$ 

$ 

94,705 

$ 2,495 

35,087,570 
380,868 
4,099,344 
505,208 
3,906 

505,208 

151 

176 

94,705 

40,079,391 

2,850 

355,455 

331,508 

98,200 

704 

2,850 

30,635,047 

354,106 

686,963 

358,305 

— 

— 

331,508 

— 

98,904 

31,678,966 

146,903 

151 

176 

(331,508) 



(4,199) 

8,400,425 

6,249 

(150,440) 

1,965 

5,388 

28,717 

150,440 

768 

5,437 

(600) 

5,589,869 

(441,141) 

(2,488,304) 

2,712 

309,064 

$311,776 

2,116 

17,840 

$19,956 

5,564 

48,998 

$54,562 

(152,351) 

155,029 

$ 2,678 

768 

6,987 

$7,755 

638 

40,441 

$41,079 

11,060,849 

54,921,304 

$65,982,153 
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N.  C.  DEPARTMENT  OF  STATE  TREASURER 
COMBINING  BALANCE  SHEET  -- 
DEPARTMENTAL  PENSION  FUNDS 
JUNE  30,  1984 


Teachers’ 

Local 

Law  Enforcement 

and  State 

Governmental 

Officers’ 

Employees’ 

Employees’ 

Retirement 

Retirement 

Retirement 

and  Benefit 

ASSETS 

Svstem 

System 

Fund 

Deposits  - Intradepartment 

$6,112,203,742 

$1,086,059,195 

$383,143,920 

Accounts  Receivable  - Contributions 

45,045,128 

9,582,922 

2,793,168 

Accounts  Receivable  - Other 

60,157 

17,770 

4,160 

Total  Assets 

$6,157,309,027 

$1,095,659,887 

$385,941,248 

LIABILITIES  AND  FUND  EQUITY 

Liabilities 

Accounts  Payable  - Intradepartment 

$ 19,607 

$ 5,271 

$ 846 

Accounts  Payable  - Other 

63,818 

30,074 

206,795 

Total  Liabilities 

83,425 

35,345 

207,641 

Fund  Balance 

Reserved  for  Trust  Beneficiaries 

6,157,225,602 

1,095,624,542 

385,733,607 

Total  Liabilities  and  Fund  Balance 

$6,157,309,027 

$1,095,659,887 

$385,941,248 
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Schedule  3 


Uniform 

Judicial 

Retirement 

System 

Uniform 

Clerks  of 

Superior  Court 
Retirement 

System 

Uniform 

Solicitorial 

Retirement 

System 

National 

Guard 

Pension 

Fund 

Total 

Pension  Funds 

$25,201,833 

1,596,156 

$7,661,884 

78,131 

$4,198,571 

41,022 

$63,276 

$7,618,532,421 

59,136,527 

82,087 

$26,797,989 

$7,740,015 

$4,239,593 

$63,276 

$7,677,751,035 

$ 

$ 

$ 

$ 

$ 25,724 

300,687 

326,411 

26,797,989 

$26,797,989 

7,740,015 

$7,740,015 

4,239,593 

$4,239,593 

63,276 

$63,276 

7,677,424,624 

$7,677,751,035 
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N.  C.  DEPARTMENT  OF  STATE  TREASURER 
COMBINING  STATEMENT  OF  REVENUES,  EXPENDITURES  AND 
CHANGES  IN  FUND  BALANCE  -- 
DEPARTMENTAL  PENSION  FUNDS 
JUNE  30,  1984 


Teachers’ 
and  State 
Employees’ 
Retirement 

System 

Local 

Governmental 

Employees’ 

Retirement 

System 

Law  Enforcement 
Officers’ 
Retirement 
and  Benefit 
Fund 

Revenues 

Contributions  (Employer/Employee) 

Court  fees 

Miscellaneous 

Total  Revenues 

$ 489,942,902 

687,191 

$ 490,630,093 

$ 108,159,466 

155,379 
$ 108,314,845 

$ 22,461,504 
1,895,417 
23,780 
$ 24,380,701 

Expenditures  - 
Benefits  Paid 

Refunds 

Total  Expenditures 

Revenues  Over  (Under)  Expenditures 

$ 274,717,482 
39,493,259 

314,210,741 

176,419,352 

$ 35,986,839 

14,933,958 
50,920,797 
57,394,048 

$ 11,401,407 
2,633,826 

14,035,233 

10,345,468 

Other  Financing  Sources  (Uses) 

Intradepartmental  Transfers 

Appropriations 

Investment  Income  Allocated 

Management  Fees 

554,187,279 

(2,114,974) 

97,219,395 

(595,530) 

6,933,300 

34,804,890 

(105,500) 

Revenues  and  Other  Financing  Sources  Over  (Under) 
Expenditures  and  Other  Financing  Uses 

Fund  Balance,  July  1,  1983 

Fund  Balance,  June  30,  1984 

728,491,657 

5,428,733,945 

$6,157,225,602 

154,017,913 

941,606,629 

$1,095,624,542 

51,978,158 

333,755,449 

$385,733,607 
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Schedule  4 


Uniform 

Judicial 

Retirement 

System 

Uniform 

Clerks  of 

Superior  Court 
Retirement 

System 

Uniform 

Solicitorial 

Retirement 

System 

National 

Guard 

Pension 

Total 

$ 5,270,021 

125 

$ 933,375 

$ 491,588 

r unQ 

$575,000 

50 

$575,050 

Pension  Funds 

$ 627,833,856 
1,895,417 
866,525 

$ 630,595,798 

$ 5,270,146 

$ 933,375 

$ 491,588 

$ 2,188,392 

81,188 

2,269,580 

3,000,566 

$ 483,629 

483,629 

449,746 

$ 237,399 

2,410 

239,809 

251,779 

$533,985 

533,985 

41,065 

$ 325,549,133 
57,144,641 

382,693,774 

247,902,024 

9,900 

2,248,166 

(9,997) 

687,195 

(5,364) 

377,900 

(4.067) 

29,444 

(7,233) 

6,943,200 

689,554,269 

(2,842,665) 

5,248,635 

21,549,354 

$26,797,989 

1,131,577 

6,608,438 

$7,740,015 

625,612 

3,613,981 

$4,239,593 

63,276 

$ 63,276 

941,556,828 

6,735,867,796 

$7,677,424,624 
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N.  C.  DEPARTMENT  OF  STATE  TREASURER 
RALANCE  SHEET  -- 

POOLED  INVESTMENT  FUND  BY  SEGMENT 
AT  JUNE  30,  1984 


Short-term 

Liquid  Asset 

ASSETS 

Investment  Fund 

Fund 

Cash  in  Bank 

$ 56,020,956 

$ 

Deposits  in  Short-term  Investment  Fund 

508 

Aeerued  Interest  Receivable 

61,517,922 

Accrued  Dividends  Receivable 

Investments  at  Book  Value 

1,879,124,437 

10,809,000 

Total  Assets 

1,996,663,315 

10,809,508 

LIABILITIES  AND  FUND  EQUITY 

Liabilities 

Deposits  - Other  Investment  Funds 

285,293,887 

Deposits  - Intradepartment 

33,185,749 

Deposits  - Interdepartment 

1,659,535,565 

3,935,991 

Deposits  - Local  Governments 

264,967 

6,873,517 

Total  Deposits 

1,978,280,168 

10,809,508 

Accounts  Payable  - other 

Deferred  Income 

Undistributed  Income 

15,717,163 

Transactions  in  Process 

2,665,984 

Total  Liabilities 

1,996,663,315 

10,809,508 

Total  Liabilities  and  Fund  Equity 

$1,996,663,315 

$10,809,508 
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Schedule  5 


Segments 

Intrafund 

Eliminations 

Pooled 

Investment  Fund 
Total 

Long-term 
Investment  Fund 

Equity 

Investment  Fund 

Real  Estate 
Investment  Fund 

$ 

$ 

$ 

$ 

$ 56,020,956 

34,000,335 

251,194,772 

98,272 

(285,293,887) 

-0- 

133,465,423 

' 

194,983,345 

6,377,935 

6,377,935 

5,819,656,408 

1,369,148,624 

76,426,582 

9,155,165,051 

5,987,122,166 

1,626,721,331 

76,524,854 

(285,293,887) 

9,412,547,287 

5,913,493,193 

25,117,036 

1,578,588,106 

6,679,200 

74,772,000 

328,000 

(285,293,887) 

-0- 

7,600,039,048 

1,695,595,792 

7,138,484 

5,938,610,229 

1,585,267,306 

475,373 

1,070,343 

75,100,000 

(285,293,887) 

9,302,773,324 

475,373 

1,070,343 

48,511,937 

39,908,309 

1,424,854 

105,562,263 

2,665,984 

5,987,122,166 

1,626,721,331 

76,524,854 

(285,293,887) 

9,412,547,287 

$5,987,122,166 

$1,626,721,331 

$76,524,854 

$(285,293,887) 

$9,412,547,287 
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N.  C.  DEPARTMENT  OF  STATE  TREASURER 
STATEMENT  OF  REVENUES,  EXPENDITURES 
AND  CHANGES  IN  FUND  BALANCE  - 
POOLED  INVESTMENT  FUND  BY  SEGMENT 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1984 


Revenues 

Investment  income 
Interest 
Dividends 

Income  from  Real  Estate  Trusts 
Net  gains  (losses)  from  sale  of  securities 
Supplemental  income  from: 

Securities  lending 
Investment  of  fail  balances 
Stock  options  written 
Dividend  reinvestments 
Forward  commitments 

Total  Supplemental  Income 
Miscellaneous  income 
Total  Investment  Income 
Total  Revenues 

Expenditures 

Interest  paid  to  other  governmental  units 
Revenues  Over  Expenditures 

Other  financing  (uses) 

Intrafund  transfers 

Investment  income  allocated 
Intradepartmental  transfers 
Investment  income  allocated 
Departmental  Budgetary  Expenses 
Interdepartment  transfers 
Investment  income  allocated 
Revenues  over  expenditures  and  other  financing  uses 


Short-term 
Investment  F und 


Liquid  Asset 
Fund 


$191,701,752 


$874,057 


815,267 


761,055 

2,276 


763,331 


193,280,350 

193,280,350 


874,057 

874,057 


274,057 


193,006,293 


392,675 

481,382 


(33,202,194) 

(5,978,998) 

(559,330) 

(153,265,771) 
$ -0- 


(1,627) 

(479,755) 

$ -0- 
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Schedule  6 


Segments 

Pooled 

Investment  Fund 
Total 

Long-term 

Investment  Fund 

Equity 

Investment  Fund 

Real  Estate 

Investment  Fund 

$530,450,874 

$ . 

$ 

$723,026,683 

63,593,190 

63,593,190 

1,426,583 

1,426,583 

645,201 

59,718,042 

61,178,510 

1,001,327 

94,577 

1,856,959 

169,837 

5,583 

177,696 

2,035,422 

2,035,422 

409,078 

409,078 

305,000 

305,000 

1,476,164 

2,544,660 

4,784,155 

8,175 

8,175 

532,580,414 

125,855,892 

1,426,583 

854,017,296 

532,580,414 

125,855,892 

1,426,583 

854,017,296 

532,580,414 

125,855,892 

1,426,583 

UUU,  i OZd 

853,350,564 

12,537,158 

20,665,036 

-0- 

(542,459,303) 

(145,287,204) 

(1,418,633) 

(695,144,138) 

(371,500) 

(627,757) 

(1,728) 

(1,561,942) 

(2,286,769) 

(605,967) 

(6,222) 

(156,644,484) 

$ -0- 

$ -0- 

$ -0-  $ 

-0- 
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COMPARATIVE  SUMMARY  OF  TRUST  FUND  INVESTMENTS 


Short-Term  Long-term 

Investment  Fund Investment  Fund 

Amount  Invested  Yield**  Amount  Invested  Yield** 


Retirement  Trust  Funds: 

Teachers  and  State  Employees’  Retirement  System: 

June  30,  1983 
June  30,  1984 

Local  Governmental  Employees’  Retirement  System: 
June  30,  1983 
June  30,  1984 

Law  Enforcement  Officers’  Benefit  and  Retirement  Eund: 
June  30,  1983 
June  30,  1984 

North  Carolina  Eiremen’s  Pension  Eund: 

June  30,  1983 
June  30,  1984 

Rescue  Squad  Workers’  Pension  Fund: 

June  30,  1983 
June  30,  1984 

Uniform  Judicial  Retirement  System: 

June  30,  1983 
June  30,  1984 

Uniform  Clerks  of  Superior  Court  Retirement  System: 
June  30,  1983 
June  30,  1984 

Uniform  Solicitorial  Retirement  System: 

June  30,  1983 
June  30,  1984 

N.C.  National  Guard  Pension  Fund:* 

June  30,  1983 
June  30,  1984 

Legislative  Retirement  System:* 

June  30,  1983 
June  30,  1984 

Total  Retirement  Trust  Funds: 

June  30,  1983 
June  30,  1984 
Other  Trust  Funds: 

N.  C.  Teachers’  and  State  Employees’  Benefit  Trust: 

June  30,  1983 
June  30,  1984 

N.  C.  Employee  Disability  Fund: 

June  30,  1983 
June  30,  1984 

State  Treasurer’s  Escheat  Fund: 

June  30,  1983 
June  30,  1984 
Trust  Funds  for  Education: 

June  30,  1983 
June  30,  1984 

Trust  Funds  for  Community  Colleges: 

June  30,  1983 
June  30,  1984 

State  Property  Fire  Insurance  Fund: 

June  30,  1983 
June  30,  1984 

Workmen’s  Compensation  Security  Fund  (Mutual): 

June  30,  1983 
June  30,  1984 

Workmen’s  Compensation  Security  Fund  (Stock): 

June  30,  1983 
June  30,  1984 

UNC  - Insured  Student  Loan  Program: 

June  30,  1983 
June  30,  1984 

Wildlife  Endowment  Fund: 

June  30,  1983 
June  30,  1984 
Total  Other  Trust  Funds: 

June  30,  1983 
June  30,  1984 

Grand  Total  All  Trust  Funds: 

June  30,  1983 
June  30,  1984 


$124,201,787 

19,588,403 

11.06 

10.81 

4,193,741,104 

4,690,568,562 

9.85 

10.02 

27,297,947 

4,056,833 

11.06 

10.81 

726,281,509 

840,686,263 

9.85 

10.02 

7,375,765 

1,077,135 

11.06 

10.81 

265,747,651 

296,592,833 

9.85 

10.02 

374,892 

627,068 

11.06 

10.81 

20,579,421 

22,654,252 

9.85 

10.02 

691,684 

147,125 

11.06 

10.81 

1,323,700 

2,462,784 

9.85 

10.02 

1,384,871 

479,232 

11.06 

10.81 

15,910,323 

19,024,403 

9.85 

10.02 

436,469 

292,899 

11.06 

10.81 

4,856,125 

5,687,188 

9.85 

10.02 

302,436 

260,153 

11.06 

10.81 

2,576,880 

3,006,316 

9.85 

10.02 

80,268 

10.81 

46,946 

41,032 

11.06 

10.81 

162,112,797 

26,650,148 

11.06 

10.81 

5,231,016,713 

5,880,682,601 

9.85 

10.02 

937,383 

2,831,507 

11.06 

10.81 

10,657,112 

22,471,408 

9.85 

10.02 

2,174,832 

1,373,018 

11.06 

10.81 

9,173,749 

8,044,141 

9.85 

10.02 

291,889 

2,778,014 

11.06 

10.81 

23,905,669 

27,412,079 

9.85 

10.02 

27,689,834 

32,806,507 

11.06 

10.81 

279,188 

309,012 

11.06 

10.81 

13,155,068 

12,947,877 

11.06 

10.81 

6,412,252 

6,292,664 

11.06 

10.81 

7,342,389 

7,969,244 

11.06 

10.81 

9,274,268 

11,284,723 

11.06 

10.81 

1,340,046 

2,630,464 

11.06 

10.81 

68,897,149 

81,223,030 

11.06 

10.81 

43,736,530 

57,927,628 

9.85 

10.02 

$231,009,946 

$107,873,178 

11.06 

10.81 

5,274,753,243 

5,938,610,229 

9.85 

10.02 

'Not  eligible  for  investment  in  the  Real  Estate  Fund  nor  Equity  Investment  Fund  [G.S.  147-69. 2(b)(5a)(6)] 
* * Represents  the  average  yield  year  to  date. 

NOTE:  The  annualized  total  return  for  the  Real  Estate  Investment  Fund  at  June  30,  1984  was  10.56%  . 
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Table  1 


For  Fiscal  Years  Ending  June  30, 

1983  and  June  30,  1984 

Real  Estate 
Investment  Fund 

Equity 

Investment  Fund 

Total 

Amount  Invested 

Yield*  * 

Amount  Invested 

Yield*  * 

Amount  Invested 

Yield** 

60,056,000 

8.53 

1,110,692,309 

1,274,722,138 

13.55 

9.58 

5,428,635,200 

6,044,935,103 

10.68 

9.91 

10,605,000 

8.53 

192,326,345 

219,068,870 

13.55 

9.58 

945,905,801 

1,074,416,966 

10.64 

9.92 

3,749,000 

8.53  - 

67,889,355 

77,276,602 

13.55 

9.58 

341,012,771 

378,695,570 

10.61 

9.92 

294,000 

8.53 

5,292,640 

5,973,513 

13.55 

9.58 

26,246,953 

29,548,833 

10.61 

9.93 

34,000 

8.53 

558,768 

705,687 

13.55 

9.58 

2,574,152 

3,349,596 

10.98 

9.95 

246,000 

8.53 

4,482,391 

5,158,137 

13.55 

9.58 

21,777,585 

24,907,772 

10.69 

9.93 

75,000 

8.53 

1,372,400 

1,517,885 

13.55 

9.58 

6,664,994 

7,572,972 

10.69 

9.95 

41,000 

8.53 

666,738 

844,474 

13.55 

9.58 

3,546,054 

4,151,943 

10.65 

9.97 

80,268 

10.81 

46,946 

41,032 

11.06 

10.81 

75,100,000 

8.53 

1,383,280,946 

1,585,267,306 

13.55 

9.58 

6,776,410,456 

7,567,700,055 

10.63 

9.92 

11,594,495 

25,302,915 

9.95 

10.11 

11,348,581 

9,417,159 

10.08 

10.14 

24,197,558 

30,190,093 

9.86 

10.09 

27,689,834 

32,806,507 

11.06 

10.81 

279,188 

309,012 

11.06 

10.81 

13,155,068 

12,947,877 

11.06 

10.81 

6,412,252 

6,292,664 

11.06 

10.81 

7,342,389 

7,969,244 

11.06 

10.81 

9,274,268 

11,284,723 

11.06 

10.81 

1,340,046 

2,630,464 

11.06 

10.81 

112,633,679 

139,150,658 

10.59 

10.48 

75,100,000 

8.53 

1,383,280,946 

1,585,267,306 

13.55 

9.58 

6,889,044,135 

7,706,850,713 

10.63 

9.93 
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TREASURER’S  CASH  BALANCES 

June  30,  1984 


Table  2 


CLEARING  ACCOUNTS 


Raleigh,  Branch  Banking  & Trust  Co. 

$ 2,253,880 

Raleigh,  Central  Carolina  Bank  & Trust  Co. 

2,071,303 

Raleigh,  First  Citizens  Bank  & Trust  Co. 

6,974,722 

Raleigh,  First  Union  National  Bank  of  N.C. 

6,763,944 

Raleigh,  NCNB,  National  Bank  of  N.C. 

7,193,850 

Unemployment  Benefit  Account 

1,395,216 

Unemployment  Clearing  Account 

195,103 

Raleigh,  Northwestern  Bank 

4,553,198 

Raleigh,  Peoples  Bank  & Trust  Co. 

1,282,388 

Raleigh,  The  Planters  National  Bank  & Trust  Co. 

1,145,386 

Raleigh,  Southern  National  Bank  of  N.C. 

1,477,910 

Raleigh,  United  Carolina  Bank 

2,203,259 

Raleigh,  Wachovia  Bank  & Trust  Co.,  N.A. 

18,428,888 

Total  Clearing  Accounts 

$55,939,047 

AGENCY  COLLECTION  ACCOUNTS 

ABERDEEN 

The  Carolina  Bank 

$ 1,621 

AHOSKIE 

Tarheel  Bank  & Trust  Co. 

1,651 

ASHEBORO 

The  First  National  Bank  of  Randolph  County 

1,302 

BATH 

Southern  Bank  & Trust  Co. 

1,424 

BURLINGTON 

First  Federal  Savings  & Loan 

1,016 

CAMDEN 

Bank  of  Currituck 

1,320 

CANDOR 

The  Bank  of  Candor 

1,840 

CARTHAGE 

The  Carolina  Bank 

1,860 

COLUMBIA 

The  East  Carolina  Bank 

1,229 

CONCORD 

Citizens  National  Bank 

1,768 

CRESWELL 

The  East  Carolina  Bank 

1,088 

CURRITUCK 

Bank  of  Currituck 

1,775 

DURHAM 

Mechanics  & Farmers  Bank 

1,095 

EDENTON 

Peoples  Bank  & Trust  Co. 

1,469 

ELIZABETH  CITY 

Peoples  Bank  & Trust  Co. 

1,572 
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FAIRFIELD 

The  East  Carolina  Bank  2 955 

FAYETTEVILLE 

United  National  Bank  2 973 

FUQUAY-VARINA 

The  Carolina  Bank  2 377 

GATESVILLE 

Tarheel  Bank  and  Trust  Co.  2 920 

GREENSBORO 

Greensboro  National  Bank  1 ^03 

GREENVILLE 

First  State  Bank  2 183 

HERTFORD 

Peoples  Bank  & Trust  Co.  2 579 

HERTFORD 

Tarheel  Bank  and  Trust  Co.  2 234 

JACKSON 

Peoples  Bank  and  Trust  3 552 

KANNAPOLIS 

Cabarrus  Bank  & Trust  Co.  2 294 

KERNERSVILLE 

Citizens  National  Bank  2 525 

LENOIR 

Bank  of  Granite  1 qci 

LEWISTON 

Tarheel  Bank  & Trust  Co.  1 nay 

LEXINGTON 

Lexington  State  Bank  2 067 

MANTEO 

The  East  Carolina  Bank  2 476 

NEWLAND 

Avery  County  Bank  2 357 

OCRACOKE 

The  East  Carolina  Bank  2 539 

OXFORD 

The  Union  National  Bank  2 106 

PEMBROKE 

Lumbee  Bank  2 680 

PILOT  MOUNTAIN 

Bank  of  Pilot  Mountain  1 315 

PINE  BLUFF 

Bank  of  Montgomery  432 

RALEIGH 

State  Bank  of  Raleigh  1,245 

ROCKINGHAM 

Richmond  County  Bank  1,738 

ROCKY  MOUNT 

Peoples  Bank  & Trust  Co.  1,274 

SALISBURY 

Farmers  & Merchants  Bank  1,776 

SALISBURY 

Security  Bank  & Trust  Co.  1,182 

SANFORD 

The  Carolina  Bank  1,069 
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SANFORD 

Mid-South  Bank  & Trust  Co. 

1,143 

SEVEN  SPRINGS 

Southern  Bank  & Trust  Co. 

1,976 

SHELBY 

First  National  Bank 

1,961 

SILER  CITY 

The  Carolina  Bank 

1,088 

SMITHFIELD 

First  National  Bank  of  Smithfield 

1,888 

SUNBURY 

Farmers  Bank 

1,142 

SWAN  QUARTER 

The  East  Carolina  Bank 

1,347 

TARBORO 

Peoples  Bank  & Trust  Co. 

1,498 

TROY 

Bank  of  Montgomery 

1,291 

TROY 

The  Fidelity  Bank 

1,762 

WADESBORO 

The  First  National  Bank  of  Anson  County 

1,063 

WINDSOR 

Southern  Bank  & Trust  Co. 

1,577 

ZEBULON 

Peoples  Bank  & Trust  Co. 

1,205 

Total  Agency  Collection  Accounts 

$ 81,909 

Total  Treasurer’s  Cash  Accounts 

$56,020,956 
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SECURITIES  HELD  IN  TRUST 

June  3j0,  1984 


Table  3 


Description 

Securities  Held  in  Safekeeping: 

Atlantic  & East  Carolina  Railroad  Company 
Deposit  to  Insure  Rental  Agreement 
Atlantic  & North  Carolina  Railroad  Company 
Treasury  Stock  (735  shares  common  stock) 
Department  of  Public  Education  Literary  Loan  Notes 

Securities  Held  as  Good  Faith  Deposits: 

North  Carolina  Department  of  Agriculture 
North  Carolina  Department  of  Insurance 
North  Carolina  Department  of  Revenue 
North  Carolina  Industrial  Commission 

Securities  Held  as  Custodian: 

In  Treasurer’s  Vault 

Long-term  Investment  Fund* 

Short-term  Investment  Fund** 

By  Contractual  Custodian  Agreements 
Liquid  Asset  Fund 
Short-term  Investment  Fund 
Long-term  Investment  Fund 
Equity  Investment  Fund 

Securities  Owned  by  the  State: 

North  Carolina  Railroad  Company 
(30,002  shares  common  stock) 

Atlantic  & North  Carolina  Railroad  Company 
(12,666  shares  common  stock) 

Securities  Held  by  Escrow  Agents  to  Secure  Public  Deposits 

Total 


Par  Value 


$ 50,000.00 

73,500.00 

2,594,073.52 


4,000.00 

149,670,671.27 

476,750.00 

1,720,000.00 


463,170,008.74 

184,667,000.00 

10,809,000.00 

1,717,595,309.62 

5,616,837,864.67 

1,369,148,624.65 


3,000,200.00 

1,266,600.00 

1,297,578,768.00 

$10,818,662,370.47 


'Corporate  Private  Placements  and  FHA  Project  Loans 
"Certificates  of  Deposit  and  Savings  Certificates 
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Table  4 

SUMMARY  OF  STATE  AND  LOCAL  GOVERNMENT 
DEBT  AND  AUTHORIZATIONS 

At  June  30,  1984 


General  Obligations 


Bond 

Industrial 

Authorized 

Literary 

Anticipation 

Revenue 

Revenue 

Total 

and  Unissued 

Bonds 

Fund  Loans 

Notes 

Total 

Bonds 

Bonds 

Indebtedness 

Bonds 

State 

State  Authorities 

$ 879,200,000 

$ - 

$ - 

$ 879,200,000 

$ - 

$ - 

$ 879,200,000 

$ 46,000,000 

and  Institutions 

— 

— 

— 

— 

4,153,454,319 

— 

4,153,454,319 

— 

879,200,000 

— 

— 

879,200,000 

4,153,454,319 

— 

5,032,654,319 

46,000,000 

Counties 

793,767,000 

2,594,074 

21,248,000 

817,609,074 

128,707,800 

946,316,874 

198,645,000 

Cities 

897,073,246 

— 

14,838,100 

911,911,346 

46,129,000 

— 

958,040,346 

249,046,800 

Districts 

65,254,500 

— 

3,993,000 

69,247,500 

12,470,000 

— 

81,717,500 

92,507,000 

Authorities 

— 

— 

— 

— 

100,550,000 

1,598,189,788 

1,698,739,788 

— 

$1,756,094,746 

$2,594,074 

$40,079,100 

$1,798,767,920 

$ 287,856,800 

$1,598,189,788 

$3,684,814,508 

$540,198,800 

$2,635,294,746 

$2,594,074 

$40,079,100 

$2,677,967,920 

$4,441,311,119 

$1,598,189,788 

$8,717,468,827 

$586,198,800 

Table  5 

ANNUAL  DEBT  REQUIREMENTS  FOR  STATE  BONDS 
ISSUED  AND  OUTSTANDING 

At  June  30,  1984 


GENERAL  HIGHWAY  TOTAL 


Existing  Debt 

Existing  Debt 

Existing  Debt 

Fiscal 

Principal 

Principal 

Principal 

Year 

Principal 

& Interest 

Principal 

& Interest 

Principal 

& Interest 

1984-85 

$ 40,700,000 

$ 76,077,250 

$ 17,500,000 

$ 38,401,500 

$ 58,200,000 

$ 114,478,750 

1985-86 

40,500,000 

73,481,250 

18,500,000 

38,445,500 

59,000,000 

111,926,750 

1986-87 

39,500,000 

70,166,250 

19,000,000 

37,971,000 

58,500,000 

108,137,250 

1987-88 

40,500,000 

68,782,250 

20,000,000 

37,707,750 

60,500,000 

106,490,000 

1988-89 

40,500,000 

66,415,750 

21,000,000 

37,302,000 

61,500,000 

103,717,750 

1989-90 

40,500,000 

64,123,500 

24,000,000 

38,688,500 

64,500,000 

102,812,000 

1990-91 

40,500,000 

61,900,000 

25,000,000 

37,830,500 

65,500,000 

99,730,500 

1991-92 

40,500,000 

59,653,000 

28,000,000 

38,867,500 

68,500,000 

98,520,500 

1992-93 

39,500,000 

56,287,500 

30,000,000 

38,525,500 

69,500,000 

94,813,000 

1993-94 

38,500,000 

53,026,000 

32,000,000 

38,180,500 

70,500,000 

91,206,500 

1994-95 

38,500,000 

50,740,500 

25,000,000 

28,630,500 

63,500,000 

79,371,000 

1995-96 

38,500,000 

48,483,000 

24,500,000 

26,125,500 

63,000,000 

74,608,500 

1996-97 

36,000,000 

43,734,500 

5,500,000 

5,945,500 

41,500,000 

49,680,000 

1997-98 

28,000,000 

33,529,000 

28,000,000 

33,529,000 

1998-99 

25,000,000 

28,455,500 

25,000,000 

28,455,500 

1999-00 

22,000,000 

23,551,500 

22,000,000 

23,551,500 

$589,200,000 

$878,406,750 

$290,000,000 

$442,621,750 

$879,200,000 

$1,321,028,500 

NOTE:  There  are  $46,000,000  bonds  authorized  and  unissued  of  Clean  Water  Bonds  of  1977  (balance  of  $230,000,000  authorization).  An 
offering  date  for  these  remaining  Bonds  has  not  been  scheduled  at  this  time. 
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Table  6 

REVENUE  BONDS  AND  OTHER  INDEBTEDNESS  OF  STATE  AUTHORITIES 

AND  INSTITUTIONS  AT  JUNE  30,  1984 


Appalachian  State  University $ 15,305,333 

East  Carolina  University 8,434,000 

Elizabeth  City  State  University 3,583,000 

Fayetteville  State  University 2,895,000 

North  Carolina  A & T State  University 5,620, 128 

North  Carolina  Central  University 6,574,000 

North  Carolina  School  of  the  Arts 49,745 

North  Carolina  State  University  at  Raleigh 26,124,609 

Pembroke  State  U niversity 1 , 525 , 000 

University  of  North  Carolina  at  Asheville  1,060,300 

University  of  North  Carolina  at  Chapel  Hill 38,037,232 

University  of  North  Carolina  at  Charlotte 24,757,606 

University  of  North  Carolina  at  Greensboro 4,551,242 

University  of  North  Carolina  at  Wilmington 12,416,084 

Western  Carolina  University 8,714,777 

Winston-Salem  State  University 2,990,000 

North  Carolina  Housing  Finance  Agency 440,348,002 

North  Carolina  Medical  Care  Commission 297,463,261 

North  Carolina  State  Education  Assistance  Authority 77,020,000 

North  Carolina  State  Ports  Authority 10,550,000 

North  Carolina  ABC  Commission 5,200,000 

North  Carolina  Department  of  Administration  (Agriculture  Bonds) 1,600,000 

North  Carolina  Government  Complex  Parking  Facilities 1,635,000 

North  Carolina  Eastern  Municipal  Power  Agency  1 ,625,000,000 

North  Carolina  Municipal  Power  Agency  No.  1 1,532,000,000 

Total $4,153,454,319 
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Table  7 


VALUATION  BALANCE  SHEET 
TEACHERS’  AND  STATE  EMPLOYEES’ 
RETIREMENT  SYSTEM  OF  NORTH  CAROLINA 

As  of  December  31,  1983 

ASSETS 


Current  assets: 

Annuity  Savings  Fund 
Pension  Accumulation  Fund 
Total  current  assets 

Future  member  contributions  to  Annuity  Savings  Fund 

Prospective  contributions  to  Pension  Accumulation  Fund: 
Normal  contributions 
Accrued  liability  contributions 

Total  prospective  contributions 
Total  assets 


LIABILITIES 


Annuity  Savings  Fund: 

Past  member  contributions 
Future  member  contributions 

Total  contributions  to  Annuity  Savings  Fund 
Pension  Accumulation  Fund: 

Benefits  currently  in  payment 
Benefits  to  be  paid  to  current  active  members 
Reserve  for  increases  in  retirement  allowances  effective  July  1,  1984 
(July  1,  1983  for  December  31,  1982  figure) 

Reserve  from  undistributed  gains 

Total  benefits  payable  from  Pension  Accumulation  Fund 
Total  liabilities 

George  B.  Buck  Consulting  Actuaries,  Inc. 


$ 1,528,819,467 
4,237,442,273 

$ 5,766,261,740 

$ 2,261,853,003 


$ 1,817,022,132 
1,666,034,749 

$ 3,483,056,881 

$11,511,171,624 


$ 1,528,819,467 
2,261,853,003 
$ 3,790,672,470 

$ 2,335,532,967 
4,915,760,784 

184,227,970 
284,977,433 
$ 7,720,499,154 

$11,511,171,624 
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Table  8 


VALUATION  BALANCE  SHEET 
SHOWING  THE  ASSETS  AND  LIABILITIES  OF  THE 
NORTH  CAROLINA  LOCAL  GOVERNMENTAL  EMPLOYEES’  RETIREMENT  SYSTEM 

As  of  December  31,  1983 

ASSETS 


Current  assets: 

Annuity  Savings  Fund 
Pension  Accumulation  Fund 
Total  current  assets 

Future  member  contributions  to  Annuity  Savings  Fund 

Prospective  contributions  to  Pension  Accumulation  Fund: 
Normal  contributions 
Accrued  liability  contributions 

Total  prospective  contributions 
Total  Assets 


LIABILITIES 


Annuity  Savings  Fund: 

Past  member  contributions 
Future  member  contributions 

Total  contributions  to  Annuity  Savings  Fund 

Pension  Accumulation  Fund: 

Benefits  currently  in  payment 

Benefits  to  be  paid  to  current  active  members 

Reserve  for  increases  in  retirement  allowances  effective 

July  1,  1984  as  of  December  31,  1983 

Reserve  from  undistributed  gains 

Total  benefits  payable  from  Pension  Accumulation  Fund 
Total  Liabilities 

George  B.  Buck  Consulting  Actuaries,  Inc. 


$ 297,928,297 
718,835,799 
$1,016,764,096 

$ 496,931,516 


$ 367,049,603 
99,865,126 
$ 466,914,729 

$1,980,610,341 


$ 297,928,297 
496,931,516 


$ 794,859,813 


$ 294,442,718 
819,837,866 

23,412,124 

48,057,820 

$1,185,750,528 

$1,980,610,341 
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Table  9 


VALUATION  BALANCE  SHEET 
SHOWING  THE  ASSETS  AND  LIABILITIES  OF 
THE  LAW  ENFORCEMENT  OFFICERS’  RETIREMENT  SYSTEM 

As  of  December  31,  1983 


ASSETS 


Current  assets: 

Annuity  Savings  Fund 
Speeial  Annuity  Savings  Fund 
Pension  Accumulation  Fund 
Total  current  assets 

Future  contributions  by  members  to  Annuity  Savings  Fund 

Prospective  contributions  to  the  Pension  Accumulation  Fund: 
Normal  contributions 
Accrued  liability  contributions 

Total  prospective  contributions 
Total  assets 


LIABILITIES 


Annuity  Savings  Fund: 

Past  contributions 
Future  contributions 

Total  contributions  to  Annuity  Savings  Fund 

Special  Annuity  Savings  Fund 

Pension  Accumulation  Fund: 

Benefits  currently  in  payment 

Benefits  to  or  on  account  of  current  active  members 
Reserve  for  increases  to  retirees  and  beneficiaries 
Reserve  from  undistributed  gains 

Total  benefits  payable  from  Pension  Accumulation  Fund 
Total  liabilities 

George  B.  Buck  Consulting  Actuaries,  Inc. 


$ 75,430,470 
54,638,826 
228,903,863 

$358,973,159 

$121,098,086 


$102,933,387 

42,172,373 

$145,105,760 

$625,177,005 


$ 75,430,470 
121,098,086 
$196,528,556 

$ 54,638,826 


$ 90,616,729 
269,485,366 
6,598,597 
7,308,931 

$374,009,623 

$625,177,005 
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Table  10 


VALUATION  BALANCE  SHEET 
SHOWING  THE  ASSETS  AND  LIABILITIES  OF  THE 
NORTH  CAROLINA  UNIFORM  JUDICIAL  RETIREMENT  SYSTEM 

As  of  December  31,  1983 

ASSETS 


Present  assets  of  system  creditable  to: 

Annuity  Savings  Fund 
Pension  Accumulation  Fund 
Total  present  assets 

Present  value  of  future  contributions  by  members 

Present  value  of  prospective  contributions  by  the  State  to  the  Pension  Accumulation  Fund: 

Normal  contributions 
Accrued  liability  contributions 

Total  prospective  contributions 
Total  assets 


LIABILITIES 

Present  value  of  past  and  future  contributions  by  members  to  the  Annuity  Savings  Fund 

Present  value  of  benefits  payable  on  account  of  beneficiaries  or  their  dependents  now 
drawing  allowances  from  the  Pension  Accumulation  Fund 

Present  value  of  benefits  to  or  on  account  of  active  members  to  be  paid  by  contributions  of 
the  State  into  the  Pension  Accumulation  Fund 

Reserve  for  8%  increase  in  retirement  allowances  effective  July  1,  1984 
Reserve  from  undistributed  gains 
Total  liabilities 

George  B.  Buck  Consulting  Actuaries,  Inc. 


$ 4,213,581 
20,568,565 

$24,782,146 

9,390,683 


$26,622,588 

19,823,688 

46,446,276 

$80,619,105 


$13,604,264 


17,466,569 


48,029,533 

1,343,418 

175,321 

$80,619,105 
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Table  11 


VALUATION  BALANCE  SHEET 
SHOWING  THE  ASSETS  AND  LIABILITIES  OF  THE 
NORTH  CAROLINA  UNIFORM  SOLICITORIAL  RETIREMENT  SYSTEM 

As  of  December  31,  1983 

ASSETS 


Present  assets  of  system  creditable  to: 

Annuity  Savings  Fund 
Pension  Accumulation  Fund 
Total  present  assets 

Present  value  of  future  contributions  by  members 

Present  value  of  prospective  contributions  by  the  State  to  the  Pension  Accumulation  Fund: 

Normal  contributions 
Accrued  liability 

Total  prospective  contributions 
Total  assets 


LIABILITIES 

Present  value  of  past  and  future  contributions  by  members  to  the  Annuity  Savings  Fund 

Present  value  of  benefits  payable  on  account  of  beneficiaries  or  their  dependents  now 
drawing  allowances  from  the  Pension  Accumulation  Fund 

Present  value  of  benefits  to  or  on  account  of  active  members  to  be  paid  by  contributions  of 
the  State  into  the  Pension  Accumulation  Fund 

Reserves  for  8%  increase  in  retirement  allowances  effective  July  1,  1984 
Total  liabilities 


George  B.  Buck  Consulting  Actuaries,  Inc. 


$ 637,780 

3,279,846 

$ 3,917,626 

1,959,362 


$ 5,541,728 
1,452,010 

6,993,738 

$12,870,726 


$ 2,597,142 

2,134,338 

7,969,128 

170,118 

$12,870,726 
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Table  12 


VALUATION  BALANCE  SHEET 
SHOWING  THE  ASSETS  AND  LIABILITIES  OF  THE 
NORTH  CAROLINA  UNIFORM  CLERKS  OF  SUPERIOR  COURT 

RETIREMENT  SYSTEM 

As  of  December  31,  1983 


ASSETS 


Present  assets  of  system  creditable  to: 

Annuity  Savings  Fund 
Pension  Accumulation  Fund 
Total  present  assets 

Present  value  of  future  contributions  by  members 

Present  value  of  prospective  contributions  by  the  State  to  the  Pension  Accumulation 
Fund: 

Normal  contributions 
Accrued  liability  contributions 

Total  prospective  contributions 
Total  assets 


LIABILITIES 

Present  value  of  past  and  future  contributions  by  members  to  the  Annuity  Savings  Fund 

Present  value  of  benefits  payable  on  account  of  beneficiaries  or  their  dependents  now 
drawing  allowances  from  the  Pension  Accumulation  Fund 

Present  value  of  benefits  to  or  on  account  of  active  members  to  be  paid  by  contributions 
of  the  State  into  the  Pension  Accumulation  Fund 

Reserve  for  8%  increase  in  retirement  allowances  effective  July  1,  1984 

Total  liabilities 


$ 1,239,319 
5,933,146 
$ 7,172,465 

2,173,227 


$ 6,262,516 
4,176,541 
10,439,057 
$19,784,749 


$ 3,412,546 

4,058,304 

12,006,926 

306,973 

$19,784,749 


George  B.  Buck  Consulting  Actuaries,  Inc. 
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The  Department  of  State  Treasurer  has  printed  1,400  copies  of  this  public  document  at  a cost  of  $3,750,  or 
$2.67  per  copy.  If  you  do  not  wish  to  remain  on  the  mailing  list  to  receive  this  publication,  please  complete  the 
section  below  and  mail  immediately  to: 

Harlan  E.  Boyles 
Treasurer,  State  of  North  Carolina 
325  North  Salisbury  Street 
Raleigh,  North  Carolina  27611 
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